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ROYAL COMMISSION ON TRANSPORTATION 


Ottawa, Ontario, 
Wednesday, November 16, 1949. 


MORNING SESSION 


R. E. MOFFAT, recalled: 
EXAMINATION RESUMED BY MR. SHEPARD: 

MR. SHEPARD: Mr. Chairman, when we adjourned 
yesterday afternoon we had completed Chapter IX. We 
will now go on with Chapter X which appears starting 
at Page 125° in the printed submission. .It deals with 
the matter of régional considerations, and I uncerstand, 
Mr. Moffat, that your intention is to turn. first to 
Page 13 of the mimeographed submission. 

THE WITNESS: Yes, in this chapter the proposal 
is that we should read the conclusions first and 
then work our way back through the remainder of the 
chapter, in the’ middie’ of Page 15: in’ Chapter: xX) 
the views are summarized. 

CHAPTER X - REGIONAL CONSIDERATIONS 

The views expressed in this section may be 
summarized in the following way: 

Ll. We urge that your Commission recommend 

that immediate and effective action should be 

taken to eliminate whatever remains of the 

differential between the rate levels in Eastern 
and Western Canada. 

THE CHAIRMAN: Where do we find that one? 

MR. SHEPARD: It is on Page 134 of the printed 
submission, sir. 

THE CHAIRMAN: Yes, I had just been reading Page 7, 
but you are passing on from that down to your recommen- 
Ggavions, is that: it? 

MR. SHEPARD: Yes, Sir. Then we are going to go 


back and expand the chapter, having submitted the 
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recommendations first. 
THE CHAIRMAN: I see, all right, Mr. Moffat. 
THE WITNESS: 

1. We urge that your Commission recommend 
that immediate and effective action should be 
taken to eliminate whatever remains of the 
differential between the rate levels in Eastern 
and Western Canada. The mere narrowing of this 
differential is not enough. The goal is parity 
im, so far,as that cani be achieved. That goal 
has been expressed in many previous judgments 
of the Board of Transport Commissioners, and 
in various Orders-in-Council directing previous 
enquiries. »Werfecl that, the, goalvis now within 
a reasonable distance of achievement and that 
chere, asenoqdonger any justificationn for: the 
vestige of the differential which remains. 

Our recommendation in the preceding chapter 
would, if implemented, go far to removing the 
difrerenviaiawhich: svill remains: 

2. We urge that your Commission recommend 
that the Board of Transport Commissioners be 
clothed with the added powers necessary to 
eliminate any possibility of a regional rate 
diPTerential appearing again inthe future 
except under the most pressing circumstances. 

3. We urge that your Commission recommend 
that whatever the changes in the rate structure 
which are made necessary by future developments 
in the transportation industry, they should 
not be allowed to result in a situation in 
which any one region is being penalized in 


the form of unnecessarily high rates in 
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order to offset revenue deficiencies elsewhere. 


MR. SHEPARD: And then, Mr. Moffat, is it your 
intention to summarize the first three pages of the 


chapter in the mimeographed submission and starr to 


read on Page 4 the paragraph in the appendix attached. 


That appears, Mr. Chairman, at Page l27 of the printed 


Submission, the central paragraph in the page. 

THE WITNESS: The first three pages of this 
chapter give a very brief review of the history of 
this controversy over the discrimination in the 
level of rates in the East and the West almost 
since the beginning of the Board of Transport Com- 
missioners. It points out that the fact that there 
is a difference between the average level of rates 
in the two areas has been quite generally accepted, 
but that there has been very strenuous controversy, 
first, as to the amount of the differential, and 
even more strenuous controversy as to whether it 
Pee justr ced Or NOU. 

There is a brief quotation from the 
decision in the 40 per cent Case in 1920, which 
indicates that at that time the Chief Commissioner 
of the Board of Transport Commissioners expressed 
the opinion that the differential between the two 
areas was somewhat in the nature of 15 to 18 per 
cent. 

It then goes on to indicate the fact that 
Exhibit (No.326) was filed in the 30 per cent Case 
which suggested that the differential at that time 
was approximately 14 per cent. It goes on to 
point out that since that time the differential 


has been reduced rather considerably, partly 
because of the increases in the competitive rates 
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which were concentrated much more heavily in 
Eastern Canada than in the West, partly because 

the increases on international and related rates 
have been substantially larger than on domestic 
rates, and since international and related rates 
are more important in Eastern Canada the result 

has been to bring up the level of rates in Eastern 
Canada by 2 somewhat larger amount than the average 


level of rates was raised in Western Canada. 
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CHAPTER X 
REGIONAL CONSIDERATIONS 
This section of our submission deals with a 

subject which has been a matter of great concern to 
the people of Western Canada since before the first 
World War, namely the discrimination against the 
West which is reflected in the fact that railway freight 
rates are higher in Western Canada than they are in 
Bastern Canada. This subject has been discussed in 
almost all of the major judgments of the Board of 
Railway Commissioners since that Board was first 
established. As has been pointed out in the section 
above which deals with the principle of the horizontal 
increase, the practice followed by the Board in tne 
past has been that whenever a general increase in rates 
was authorized, that increase was greater in the Zast 
than in the West, with the objective of reducing the 
aifferential under which Western Canada had been placed 
by the first rate structure which was established. 
Throughout the whole history of this controversy there 
has been a general acknowledgment that such a differ- 
ential existed, i.e., that Western rates were higher 
than these of the Bast. It 18 true thet there have 
always been cases of individual rates in which the 
opposite situation prevailed, but the general average 
level of all rates in the West has been consistently 
higher. 

The question of the magnitude of this differential 
has been a contentious one. An attempt at measuring 
it appears to have been made in the so-called 40% Case 
ef 1020, aniwhich, Chief Commissioner Carvell made the 


following statement: 
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"Allowing for the undoubted fact that 

a very large proportion of the traffic both 

East and West is on a commodity basis, I am 

still torced to the ‘conclusion that the rates 

in Western Canada average considerably greater 

than in the East, possibly around 15 or 18 

per cent." 

It is not clear from the context or from any 
information which is available to us just what method 
Chief Commissioner Carvell had in mind in making that 
Statement or the route by which he arrived at the 
figure of 15 Cr LOG? “Tt ts, however, ‘to the ‘best of 
our knowledge the only figure which had been produced 
prior to the hearings in the 30% Case. During those 
hearings, the various railway traffic witnesses were 
asked by provincial counsel whether they could give 
any eStimate as to the amount by which Western rates 
exceeded Eastern rates, but the answer was always that 
no such calculation had been made. 

In view of the fact that the railways could 
give no answer to the question of the extent of the 
differential, the Province of Manitoba made an effort 
to estimate the figure by the methods which were 
available to it. That estimate appeared as Exhibit 
326 in the 30% Case. It relied upon C.P.R. data for 
the year 1946 and upon methods which were being used 
by the Interstate Commerce Commission of the United 
States. The conclusion reached in Exhibit 324 was 
that on the average, rates in Western Canada yom 
higher than rates in Eastern Canada by 14%. 

The figure of 14% would have been reduced to 
13.3% if grain rates had been excluded. "This fact 
was pointed out in the discussion of Exhijbit 326, but 
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it was felt that since the exclusion of grain resulted 

in only a Slight change in the figure it would be 
convenient to proceed on the basis of the 14% figure. 

In the light of changes in grain rates since 1946, how- 
ever, the situation with respect to grain deserves special 
consideration in considering rate level comparisons 

at the present time. 

ihe fist chapter of this submission pointed 
out that the people of Western Canada are concerned with 
the rates on grain moving from the point of production 
to the market. Consequently, our interest in those 
raves 16. not, restricted to that, partvof the haul which 
is purely Western. Our interest in the rates on grain 
from the Bay Ports to Montreal is equally direct .and 
vital. If Eastern rates in general are lower than 
rates being. charged in. the, West,.it.is.no comfort to 
us to be told that the situation will be corrected by 
raising grain rates in the East and holding Western 
grain rates low. The impact of such a change rests 
squarely and almost exclusively in the West. 

Adjustments of the rates on grain between 1946 
and 1948 were made which raised the Eastern portion of 
the rates by approximately 30% while the Western portion 
remained unchanged. [It is) our contention that.such an 
adjustment can in no way be considered as a step toward 
the equalization of, the regional rate, levels..,..It.ig for 
this reason that the remainder of this chapter proceeds 
in disregard of rates on grain, and the comparisons 


which it contains are based on all traffic other than 
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must therefore be shipped over Eastern. lines and 
charged "eastern rates". These charges are borne 
by the Western producer in exactly the same way 2s 
are the charges on the shipment of grain. They have 
not been excluded in the comparisons drawn below only 
because the data available fails to isolate them 
from the general.traffic in, the way.that. grain shipments 
are isolated. 

By excluding grain. from the.calculations 
in Exhibit 326 a rate level differential of 13.3 per 
cent against the West was found to have prevailed. 
This result was based on the latest data available 
at the time, which was data pertaining to the calendar 
year 1946. Since that time there have been considerable 
rate increases in various: categories of traffic, the 
effect of which was summarized in Exhibit 49 / 134 
Of tne 20 per cent Case. That exhibit indicates that 
rate increases occurring between July 1, 1946, and 
January 11, 1949, had increased the revenue of the 
Url anamDiwe (Der cent. A further increase of 3./ per 
cent on international and related: rates has occurred 
Since that date. The 1948 rewenues did not, of course, 
reflect the full amount of those increases, but since 
1948 is the latest year for which complete records are 
available it is useful to consider the effect of those 
various increases as reflected in the figures for 1948. 
The C.P.R. has made available on request, the 1948 
data comparable to that which was used in Exhibit 326 
for 1946. These figures are shown in Appendix A to 
this submission. From that data it has been calculated 
that on the average rates in Western Canada increase 
by approximately 1l per cent and in Fastern Canada by 
approximately 19 per cent during the period 1946 to 1948 .* 
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Grain rates have been excluded from this 
calculation for the reasons already mentioned. Clearly 
the effect of the various increases has been to raise 
rate levels in Eastern Canada to a greater extent than 
Mm Wesvern Canada. The explanation lies in the fact 
that large increases have taken place in international 
and related rates, which occupy a more prominent place 
in the total Eastern rate structure, and at the same 
time the additional 15 per cent increase in competitive 
rates has had a. more concentrated effect in the East 
because such rates are more numerous, absolutely and 


rele tivedyjiin. that regions 


At the top of Page 4 then the brief 
continues as follows: -- 

In the Appendix attached to this submission 
will be found a re-calculation of Exhibit 326 on the 
basis of 1948 data. Its results may be summarized 
in the statement that on the average, the rates being 
charged in Western Canada in 1948 exceeded the rates 
being charged in Eastern Canada, by 6+ per cent. As 
has- already been pointed out, however, there were further 
rate increases during 1948 and 1949 which will change 
that result. No precise estimate as to the overall 
effect of these changes is available, nor will it be 
possible to make such a calculation until the total 
results for 1949 have been computed. However, it 
does seem clear that the differential for 1949 will 


be somewhat °fRan 6+ per cent. At this point it should 
be made clear that we are not suggesting that this 


figure represents an exact measure of the rate dif- 
ferential. Rather we advance it as the most 


reasonable estimate which is available from methods 
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and data which are available. We strongly urge that 
your Commission give consideration to this problem 
of comparing rate levels and that it either develop 
a method itself or adopt one which it feels to be 
satisfactory. 

MR. SHEPARD: Mr. Moffat, I understand chet) Lt 
is your intention to describe the method which you 
have followed now and then proceed to explain it by 
reference to the appendices at the end of the brief. 

he) Mat is correct. IT would like to direct 
attention at this point to the first two pages oy 
the appendix, that is Appendix A, Paces) 1. and e. 

For the sake of convenience in referring to the 
transcript, I would suggest that these two pages should 
be copied into the transcript at this point. 

These two pages are a direct copy of 
material which was supplied to us by the Cie a Bin ae 
our request, giving the results of their operation 
for the year 1948 which are shown on the table. 

The first page is divided between Eastern lines and 
Western lines and gives sixteen commodity groups, 
and for each commodity group it gives the tonnage 
handled, the revenue secured and the ton-miles 

that that commodity was moved. 

MR. SHEPARD: All for the year 1948? 

A. For 1948, in Eastern Canada and separately 
for Western Canada, and separately for each of the 
sixteen commodity groups. The second page is @ 
straight calculation from that first page giving 
the average length of haul and the average revenue 
per ton for each of the sixteen commodities in 


Eastern Canada and in Western C nada. 
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THE CHAIRMAN: Is this page also something 
that the 0.P.Risitself.put.in shape? 

Be Aveo yecirs DUS 2h t8ua euraightsdivyision 
problem of calculating it from the first one. The 
first one is the one that really gives the basic 


data. 


(Page 8769 follows) 
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Before going on to the next appendix I would 
like to give a simplified illustration of the problem 
that is involved here, to give some indication of what 
the method is. The illustration which I propose to use 
is that of a comparison between the rates charged in 
western Canada in 1948 for bituminous coal and for grain, 
taking those figures from page 2 of the appendix, 

Bituminous coal, western lines, the average haul 
in 1948 was 301 miles, and the average revenue per ton was 
$2.30. For grain and grain products in western Canada 
in 1948 the average haul was 561 miles, and the average 
revenue per ton $3.09. I think it is clear that the 
average revenue per ton to the C.P.R. represents the 
average emount that was paid to the C.P.R. by the shippers 
for moving that commodity, so that it represents the 
charges paid by the shippers. The problem then is to 
reach some conclusion as to whether the bituminous coal 
rate of $2.30 for 301 miles is higher or lower or the same 
as the grain rate of $3.09 for 561 miles. The problem is 
to work out some yardstick for comparing the difference in 
the length of the haul. 

The method that has been used is to adopt a 
calculation which was worked out by the Interstate 
Commerce Commission in the United States, and to make the 
calculation on the basis of the class rate structure. If 
one takes the 10 classes in eastern Canada and the 10 
classes in western Canada and adds together those 20 
classes for a haul of 301 miles, the average rate is. 
$16.01 per ton. If one takes the average rate for those 
same classes for 561 miles, the average rate per ton’ 1s 
$22.74, A straight calculation from that gives the result 
that on the average the rate for 561 miles exceeds the rate 


for 301 miles by 42%, which gives a figure then for compar- 
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ing the other rates . 
In the case of bituminous coal the actual rate 
for 301 miles was $2.30. If you raise it by 42% you 
will get a figure to represent the corresponding rate 
for 561 miles. Raising the figure of $2.30 by 42% gives 
a result of $3.26; or, stating things in other words, the 
bituminous coal rate of $2.30 for 301 miles corresponds 
to a rate of $3.26 for 561 miles. A comparison of that 
with the grain rate then is possible, and it indicates 
that the grain rate is slightly lower than the bituminous 
coal rate. The percentage is that the bituminous coal 
rate exceeds the grain rate by 5.5%. 
Now, that is the method that has been applied 
through the rest of this calculation. As was pointed 
out in the brief, there is no intention of saying that 
that is absolutely correct, that itis absolutely the only 
method of doing it, but it does seem to give the most 
reasonable method that we have been able to find yet of 
setting up some method of comparing rates when you have 
a difference in the length of haul that is involved, 
That is the method and that is the calculation, and then 
that has been worked through for the remainder of this 
appendix. 
MR SHEPARD: Q.-. I understand now, Mr. Moffat, 
that it is your intention to make reference to Appendix B? 
he 6Yes. 
Q. And it would probably be easier for following 
in the transcript if it was included now i that is, four 
pages of Appendix B. 
A. At the very outset here I might draw attention 
to a typographical error on table 1 of Appenxix B. The 
item "Dressed Meats and Packing House Products," at the 


left-hand side, 791, 20.09 and 479 -- that should be 


AN dha 
sah on Cp 
Pees : 


ows fevers 
“eat Bade eee nae 


{i ie ‘gt ice ay 


st 


=O; TE = Mr. Moffat 


579. It is a straight typographical error. The calcula- 
tion was based on the right figure, and the result is 
correct, but that particular figure is a typographical 
error in both copies. 

Now, it seemed to us that there was no parti- 
cular need to go through this calculation in detail, 
other than to indicate that it takes that same method 
which I have just outlined. It works that calculation 
out, but instead of comparing bituminous coal and grain, 
the comparison is bituminous coal eastern Canada - 
bituminous coal western Canada, cement eastern Canada - 
cement western Canada, taking each commodity group and 
comparing eastern Canada with western Canada, working out 
the corresponding rate for the different length of haul, 
and then calculating the difference between the amount 
which was actually spent by the shippers to pay for moving 
these commodities with the amount which they would have 
spent if the commodity had moved the same distance but at 
the rate which applied in the other area. 

MR EVANS: Q. The rate per ton? 

Wo. Yes, ‘that 16 correct, the rate per ton, 
Q. " There is’ a adistinctiron ‘there? 
A. you | 

THE CHAIRMAN: - What is that question? 

MR EVANS: I just said the rate or the rate per 
ton, and the witness said the rate per ton, and he says 
there is no distinction between the two. 

THE WITNESS: The calculation would be different, 
but the result will come out exactly the same whether you 
work rates per ton, rates per ton-mile or rates per any 
other unit; you will come to the same answer. The calcu- 
lation of course will be different. 


The conclusion is shown on the bottom of table 2, 
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the figure 107.33%, which is the calculation based on 
western tonnages and western distances, that the 

western rates are 7.33% higher than eastern rates. 

And at the bottom of table 4, 105.15%, which is the 
calculation based on eastern tonnages and eastern dis- 
tances, the average of 5.15 and 7.33 is 6.24, or the 67% 
which was quoted in the brief. 

Now, the other two calculations are included 
in Appendix C. We would like to ask that Appendix C, 
tables 1, 2, 3 and 4, should be taken into the transcript 
at this point. These four tables make the same calcula- 
tion for a comparison of the rates in Western Canada in 
1946 and 1948, and, without giving any detail at all, the 
conclusion is that the rates in western Canada during 
that period went up by 11%, and that figure appears in 
the body of the submission. 

Then Appendix C, the last four tables, tables 
5, 6, 7 and 8, we would ask that they should go into the 
transcript at this point. They are the calculation of the 
rate increase between 1946 and 1948 in eastern Canada. 
They show an average increase of 19%, which also appears 
in the body of the submission. 

Then one final table, Appendix D, deals with 
the grain rate in eastern Canada, indicating that that 
rate is up approximately 30% between 1946 and 1948, and 
that figure also appears in the body of the submission 
in one of the sections which I did not read. 

Q. Now, Mr. Moffat, that completes your explanation 
of the appendices. Would you turn back to page 4 of 
Chapter X, to the heading, "Danger that the Differential 
will be Greater in the Future," 

MR BVANS: Before my friend proceeds, I am just 


wondering whether my friend would not consent to have 
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these tables put in as an exhibit. I am thinking of the 
difficulty of getting the transcript at night. I did 
not get the transcript of yesterday's proceedings until 
this morning, and if these tables have to be copied into 
the transcript it will certainly make it quite impossible 
to have the usual delivery the night before. 

MR SHEPARD: I do not think that is so, Mr. 
Chairman, because I have already discussed the matter 
with the reporting staff, and I think some of them are 
already ready to run. I do not think it will hold up 
the transcript because of these appendices. 

MR COVERT: Mr. Belcourt I think perhaps can 
tell us. 

THE ASSISTANT SECRETARY: I have just been speak- 
ing to the superintendent of the reporting staff, and she 
advises me that she is going to have great trouble getting 
them done in order to have the transcript ready for to- 
night. 

THE CHAIRMAN: Well, there cannot be any objec- 
tion to these pages being made exhibits, can there, Mr. 
Shepard? 

MR SHEPARD: No, I do not think there is, Mr. 
Chairman, except that the transcript in itself will then 
be incomplete, and we felt that it was desirable from the 
standpoint of the record to have the sections of the 
appendices appear where we comment on them in our evidence, 
Otherwise you are going to have to rely on keeping track 
of some separate sheets of paper that are not included in 
the transcript. 

THE CHAIRMAN: Yes, but I do not think you will 
find it very hard to keep track of those pieces of paper. 
They are referred to prominently in your brief, and they 


are given an exhibit number. I do not see the difficulty. 
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MR SHEPARD: Well, that is the only objection 
we had, sir. 

THE CHAIRMAN: Have you looked into this, Mr. 
Covert? 

MR COVERT: I have discussed it with Mr. Bel- 
court, Mr. Chairman, and I follow Mr. Shepard's desire, 
because it just means you follow down the evidence and 
you turn to the page and there is the schedule. 

THE CHAIRMAN: Oh, yes, of course, that would 
be the more perfect method. 

MR COVERT: But Mr. Belcourt does tell me that 
it will probably hold up or delay the transcript. Now, 
we could perhaps meet them both by having them proceed 
with the transcript except the schedules, and have those 


inserted later. 


THE CHAIRMAN: Yes, that could be done. 


THE ASSISTANT SECRETARY: Not if the transcripts 
are bound, sir; then they cannot be inserted in the 
transcripts, once the transcripts are bound up and issued. 

MR SHEPARD: I think, Mr. Chairman, it would 
perhaps serve our purpose if they were run off through 
Mr. Belcourt's good offices and just distributed. We 
could probably keep them inside the folder or insert them 
ourselves. 

MR O'DONNELL: Having all the appendices as one 
exhibit would be the more practical way. 

THE CHAIRMAN: I beg your pardon, Mr. O'Ponnell? 

MR O'DONNELL: I suggest that having all the 
appendices as one exhibit would be a more practical way. 

THE WITNESS: They are already available, of 
course, in the submission itself. 


THE CHAIRMAN: That is what strikes me; here 
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they are all set out in this book, and if you do make 
them exhibits, that does not harm anybody. 

MR SHEPARD: No; DTD agree, sir. 

THE “GHAETRMAN: unk. do mot see the «difficulty at 
ely. 

MR SHEPARD: It was just as a matter of con- 
venience, if you were following through the transcript, 
of having them right there. 

THE CHAIRMAN: Whereas if there are difficulties 
in putting them into the transcription, those difficulties 
should be gotten over if possible. Mr. Belcourt says 
that there are difficulties in getting them into the 
transcription. 

THE ASSISTANT SECRETARY: - Yes; sir. 

THE CHAIRMAN: Surely we have them abundantly 
here in’ the brief itself, if made exhibits. Don't you 
think so, Mr. Shepard? 

MR SHEPARD: Yes, I think that is all right. 

MR COVERT: Then the tables will be Exhibit 119, 
as follows: Appendix A, pages 1 and 2; Appendix B, tables 
Tyee Wis randy cappend imc prtapies: Tyre pis Pon, <5 7°67 and 
8; and Appendix D, one page. 

---EXHIBIT No.119: Appendices to "Manitoba's Sub- 
missions to the Royal Commission 
on Transportation" as follows: 
BopenOie Ay DD. 2 and 2% 
Appendix B, Tables 1, 2, 3, 4, 
Appendix ¢€, tables 1, 2,.3,°4, 


BPG $47 “and 
Appendix D (one page). 


(Page 8778 follows) 
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THE CHAIRMAN: Very well, Mr. Shepard. 

MR, SHEPARD: Now Mr. Moffat, turning to the 
heading that I referred to previously, would you continue 
with the submission? I understand you intend to read 
that section? 

A. To start the context here, the preceding 
peragraph which I had just read before I gave the 
explanation of the method, had come to the conclusion 
tha¢ the differential between the East and the West 
hed been reduced to 62% by 1948 and thet it would probably 
be smaller than that again in 1949. And then, continuing 
to read at the bottom of page 4. 

D:nger that Differential Will be Greater in the Future 

It should be emphesized that the reduction in the 

differential between the Eastern and the Western rate 
levels during the last three years was not brought about 
by any action either by the Board of Transport Commissioners 
or the railways, designed to reduce those differentials. 
Rather, it has been brought about by the fact that 
international end related rates have been increased in 
line with substantiel increases in the United States, 
and because the railways, in their search for more 
revenue, raised competitive rates by 15%. Because 
these three groups of rates are more concentrated in the 
East, the effect has been to raise the Eastern average 
by 3 larger amount than was the case in the West. We 
would point out, however, that in their second application 
for a 20% increase in freight rates, the railways proposed 
to deliberately re-establish a substantial part of this 
differential by requesting a 20% increase in freight 
rates other then competitive rates, the latter being 
restricted to 3 proposed 5% increase. The very nature 


of this application provides ample proof that there is 
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no adequate protection against the re-appesarance of the 
differential in the future and illustrates clearly the 
need for a more vigorous supervision over matters of this 
type by the Board of Transport Commissioners. If, in 
spite of all the efforts to wipe out the differential 
between the two major rate areas of Canada, and in spite 
of Government directives urging a condition of rate 
equality, the railways still find it expedient to follow 
a course which increases the differential, then we feel 
justified in making the submission that a strengthening 
in the machinery of rate regulation will be necessary to 
achieve the result of regional equality. 

THE CHAIRMAN: Can you tell us what you mean by 
"strengthening the machinery"? 

A. Well, almost the entire remainder of this para- 
graph,or rather,chapter is directed to what we think will 
be necessary to prevent the re-appearance of a differential 
oF this *sortian’*the ruture, 

Q. By amendment of the Act? The Board has power now 
to bring in the equality, hasn't it, according to the 
present Act, and moreover has been directed to do so? 

A. That is one of these questions that leads to the 
same discussion we had yesterday. 

Q@. Perhaps you will have something to suggest later 
on ,which will facilitate the equalization but you call it 
"5s strengthening of the machinery". 

A. In urging a more effective control of railway 
freight rates 39s a means of achieving and maintaining an 
approximation foey teemdcutaiaue we are not unmindful 
of the fact that the rate structure must be adjustable 
to some extent at least, if it is to be useful to the 
railways in meeting the changing transportation problems 


with which they are faced. Of particular importance is the 
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need to meet competition from other carriers on a sensible 
basis. The Manitoba Government is appreciative of the 
realities of this situation snd does not wish to tie the 

hands of railway management in this regard. In taking this 
attitude, however, we do not acknowledge the legitimacy of 

all those substandard rates which existed in such large 
numbers in Eastern Canada until recently, and which accounted 
for much of the rate level differential (you will notice the 
words "much of" instead of just "for") the very fact that 

they could be raised on as broad a basis 98 8 general 15% 
increase in competitive rates, over and above a general 21% 
increase only five months before, suggests to us that there 
must have been many unnecessarily low rates in existence before 
the increase. A closer and more careful check over the 
introduction of substandard rates as suggested in the chapter 
entitled "Characteristics of the Overall Rate Structure", 
would have prevented many of those rates from being introduced 
in the first instance, and would have brought about increases 
in others as the strength of the competitive forces diminish- 
ed and as railway out-of-pocket costs increased. The 
important point is thet the heavy concentration of competitive 
rates in the East, the raising of which was sponsible for 
the reduction in the rate level differential, should not have 
been there to the same extent in the first place. 

MR. SHEPARD: Then the next heading, Mr. Moffat 
"Competition as en Explanation of Regional Differentials" is 
quite a brief one and I understand you intend to read that. 

THE CHAIRMAN: Pardon me. Do you ..ntend later on to 
suggest means whereby these unnecesserily low rates you refer 
to, competitive rates, be made impossible in the future? 

A. No, the point is discussed at some length. Briefly 
it is this, not that they should not be allowed to put in 


competitive rates, but that there should be a closer supervision 


og a9 els Pere: pee Fo meee 


SH Sle oes tay mOet- aa 


ioe anid ail: Sesaey etad al oom were it yams “ 


A CAE ee Pe cy aoa OU ter 
“qn ioc l Movie “PGi Ob caw - 


foie ak heSerxe dofioeetenr odehaes Ae ae 


nena eA 


2 a 


ps 1 me ee ees Patt 
oe KD OA Re ea ek fe iD 


saan Wo Vitusecoomtally goa Re aNeE in 


2 hy ? tok. 
SIRES SRS eee ee LO ‘ é 
ne or cat? o- an ire cive tee ’ ‘ 5 er : i Si aes a 
Bio STE ON DOTS LASER) SeTECan? S9OBCLH ca oy fectmotes ay 


Wigero cr ae budeegnue md Edtet ‘oweltot sian Toor EM OAbOTa TE noe 


Pais: ne 


wih Sorceress Starodd owen Hhfipew bine ,sstervenk ga os ena sia 


hy r = bf g P 2 Ee : 
4 y 2 LK f rivretta * oe ie, fale 
i oh ii a ORB a 9F1, } M78 Or Be Saas. nd 
hel Cite bal 2 ae Beaty a igs t : Sin haw y Py Om, ee ae i Sey at 2 £ Gg 
be ' ores eee nh dc ed Span t sek hb a ES eee pe th hae 6 Dari “alae ; 2h = Spee a) 
e 3 a Ai 
oo 5 ~ ms | > 2 yy ae ‘Se c > 
S95 "lo woltsaa x EWEN 13 it eS Say eso qm 
¥), eee Mee a Le ica ries “4 on ee PCr cs 2 7 
pea ra ty i ree ita wi @ | eee Th i 3° i oq a B 3 ee) 
\ : 
i 
By 
uy, : . . c ‘ J ie 
ise hen Ue gee Si a ! oh : Fel i" ‘ - 7, Oe. 
Bean Gor oben Lertns 1 Learod  aaaae oe oe 
. +f sy j SS ee a> fing PP hee ee 
z S 
im oe * + ents nok ne ih 
; 4 ‘d Pins n> titan 
as 
ie kbiey er awh, 
. dy ee f+ mts es Sw . wn ih ree 7 q 
SOL “ebeteaa ra: SEG 4 > DEG SUR tS SS a: 
af iy 
A. 
i 
Seneh. . o a 7. a © 
if mi ) Baer tot ¥ por i 
1 i pil Ne i Fink ee ee GEO +9 Make: peers TK 


a De is'ephed ™ “ RO “ <i Very Toa i 
stn. wor Of am oobasd . > eae sen 


Ce p . : 
ae uf i ‘ ote Se}, 
ke her 3s SRR wirde. * ha) te Ss 
4 
| oF iy ey Ren | + eg Mae ? } 
Pte esa ‘ fou a aly sf spd VRCine ah ae 
: ied SE? SL AE rs stp cat 


silt 
Sp hata cy ee "Ba tn “ale Shee arts a Lo 
emce $5 Taare 


e 


araric sd 


lis: i OLoroi itn aman 
Ried Pat a bi HA eh 


2 7 
. : p a 


- 8781 - Mr. Moffat 


over competitive rates and an application of the principles 
which were discussed in the chapter which was read 
yesterday as to 3 decision whether or not a particular 
discrimination below the normal rate level was necessary. 
And then the second suggestion is that if, having applied 
those tests, it is still found that there are a substantially 
larger number of such competitive rates in one area than 
there are in another area, that thet fact should be taken 
into account and that the level of rates in the area which 
does not have the benefit of the low rates, should be set 
according to the cost of operation in that srea, and 
should pay its own way but should not be called upon to pay 
any more than its own operating costs by way of a subsidy 
Eo.the other areas, 
. Q. But is it not necessary to the use of any rate that 
con be set, that it should produce revenue? I mean for 
your purposes. You want revenue produced by the railways 
elsewhere so as to lessen the differenteieal which you say 
you have to face because they sre not getting sufficient 
revenue. Isn't that right? 

A ab atinet Pedda ly don tt, follow. you. 

Q. Well, if you say the railways must give up competition 
and abandon the attempt to get certain traffic, well they 
won't be getting any revenue there, will they? 

A. There is no suggestion that they should abandon any 
significant amount of traffic which must produce revenue, 

Q. They must produce revenue; otherwise you do not 
achieve your object, do you? 

A. The criteria as suggested by Mr. Walker and adopted 
by us is thet they must produce more revenue than they 
would save in expenses if they dropped the traffic. 

Q. Whet you say is that these competitive rates will 


vary against Western Canada,, isn't it? 
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A (Les. 

Q. Therefore you want them to go up? 

aoe 

Q@. But if they go up too high with nobody using the 
traffic, then there will be no revenue? 

Ra Lear, 

Q@. You want them to go high enough for the railways 
still to retain the business? 

BR. 6 het LS correct, yes. 

COMMISSIONER ANGUS: When you ssid these retes were 
unnecessarily low in the first instance, is that in 
addition to saying that they were unnecessarily low after 
an increase in costs to the railways and to their competit- 
ors? That is what we were told yesterday, wasn't it, 
that these rates after the increases in costs were un- 
necessarily low end are you now suplementing that by 
saying they were unnecessarily low when first established? 

Ae Inv some cases, ‘yes. 

THE CHAIRMAN: That is the railways could have had the 
traffic without making their rates so low? 

A. In some cases it seems to us, yes. 

MR. O'DONNELL: Have you listed those cases? 

A. No, no one from the outside can list those individual 
cases no. 

MR. EVANS: How do you know they exist then? 

THE CHAIRMAN: Who would you bring to judge them? 

A. Well, the one really - 

Q. I suppose you would compare the rates of the trucks 
and the reilways and then point out thet the railways ought 
to have had this traffic even if they were charging more than 
they were charging? 

A. That is one of the yardsticks, yes. 


Q@. Do you do that? 
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A. No, we have not applied it in those terms. 

The yerdstick we have been applyine here has been that 
of the total return from the whole region, and it is 
clear from those figures that taking the Eastern Region 
as a whole, they havenot been doing nearly as well as 
they have been doing in the West. At the same time, the 
railways and the Board of Transport Commissioners have 
said that even the total overall result was not satisfact- 
ory. Consequently, if the Eastern region is doing less 
than the West it follows that the Eestern region must 
have been securing revenue less than it should heave been 
securing. 

COMMISSIONER ANGUS: My difficulty is that you seem 
to me tc be accusing the railway particularly of not 
collecting revenue which it might have had for the asking, 
and to being in that extent not efficient and at the 
same time stating thot private enterprise is efficient. 
Now can you have it both ways? 

A. Yes, but you may have some inefficiency in there 
and still have s road which is avery useful and important 
element of competition, but it does not have to be 
perrect in.every respect. 

Q. Well that does raise the other question. If you 
are going to deal with it subsequently, don't interrupt 
now. What is the fieldfor competition? In what phase 
do you think the public is getting value from competition 
between the two railwseys? 

A. Well, you have the question of the standard of 
service that is being directed in the way of convenience 
to the public, that kind of thing, but aside from the 
cutting of rates - 

Q. But you have asked to stop the railways from 


providing ‘too good a service? 
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A. No, there is no suggestion that it should be 
stopped from providing too good a service. There is the 
suggestion that rates should not automatically be reised 
to provide a high standard of service, simply because 
the railweys ask for a higher standerd of service. But 
they should not necessarily be stopped from putting the 
stondard in if they are so inclined. I think I cannot 
give you any answer beyond what I did yesterday, which 
was to go back and read the sentence in the end of 
Chapter l. 

Q. Well the sentence,as I remember it, was tO 
the effect that you thought competition was important. 

A. "Administrative efficiency, operating efficiency, 
and service to the public". 

THE CHAIRMAN: To get back to this matter of competit- 
ive rates, you do not urge that competitive rates be 
abolished entirely? 

A ONO. 

@. Well, wherever where they do exist, do they 
not necessarily bring about lower rates in the regions 
where there is competition than those which exist in 
regions where there is no competition? 

| KR. ‘That is correct, yes. 

Q. You face that fact? 

fa pee Aone ey 

@. And then you say they. should be no lower than 
is necessary for the railway to retain the traffic? 

A. That is right, and no lower than sufficient to 
return their out-of-pocket expenses. The two criteria - 

Q. Well, if they don't retain the traffic they won't 
have to carry it? 


A. Yes. 
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Q. Unless they can make these competitive rates up, 
they should abandon the competition? 

A» That is implicit’ in the whole thing. 

Q@. But it does not necessarily evolve that that 
would bring freight rates down in other parts of the 
country? 

Re Yes; if it is’ at the place where they are losing 
more money than they are getting in, then there losses 


would be reduced. 


(Page 8786 follows) 
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MR. SHEPARD: Will you continue, Mr. Moffat? 


A. Competition as an Explanation of 
Regional Differentials 


Although it is our view that the importance 
of competition as an explanation of and JUscit cca con fOr 
the low eastern rates has been more than slightly 
exaggerated in the past, there is no denying that competive 
transport facilities are more significant in the general 
field of transportation in the east than they are in the 
west. However, the difference is probably not as broad 
as the many statements which have been made on that 
question might lead one to believe. Particularly with 
respect to trucking operations, which offer the most 
widespread competition to the railways, it would be well 
to state clearly the nature of the regional difference. 

There is no denying that more trucks operate 
and carry more traffic in eastern Canada. At the same 
time our knowledge of the situation leads us to suggest 
that where hauls of any particular commodity for any 
particular distance are concerned, the competitive 
situation is so nearly the same as to provide little 
justirication for’ rates disparities. in considering, 
for example, short distance shipments of the type OD 
commodity which is most suited to truck transport, e.g. 
livestock, packaged goods, milk, cream, etc., the 
element of truck competition is strong in all parts of 
the country. It is doubtful that in the case of a short 
haul out of Winnipeg, for example, in this type of 
commodity, truck competition is any less important than 
it is for a similar haul out of Toronto. Trucks are 
used to move the same general groups of commodities 
over roughly equal distances in the Wee as in the east. 


The important difference between the two regions lies 
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in the fact that a greater proportion of the total 
eastern traffic is of the sort which tends to move by 
truck. This being the case, it is understandable that 
the effect of truck competition may be more important in 
the east but it does not follow that for any particular 
commodity for any particular distance the rate in the 
east should be lower than in the west. 

MR. SHEPARD: The next section, Mr. Moffat, 
headed, "Regional Profitability in the Past", I under- 
stand you intend to summarize the first part of it, and 
then read the last two paragraphs. Would you proceed 
to deal with that, please? 

A. The table on page 7 gives the history of the 
profitability in the two parts of Canada. The dividing 
point is the head of the lakes at Fort William. It is 
perfectly clear from that table that western Canada in 
every single year has provided considerably more net 
revenue to the C.P.R. than eastern Canada. 

Q. Mr. Moffat, just before you go on, I see that 
the million dollars figures are omitted in that table. 

A. Yes, those figures are millions of dollars. The 
heading eee not show it, although it goes on to talk 
about them as being figures for millions of dollars. 
The results during the last ten years for which figures 
are available are then summarized on the top of page 9. 
If attention is first directed to the centre column, 
working expenses in the two areas -- 

THE CHAIRMAN: Where is that? 

MR. SHEPARD: That is the table on page 131, 
Mr. Chairman. 

THE CHAIRMAN: Yes. 

THE WITNESS: The working expenses in the two 


years were almost exactly equal, but the revenue -n the 
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west is considerably larger than in the east, with the 
result that the net earnings in the west are appr ximately 
double what they were in the east on the average over 
that ten-year period which @rethe latest figures that 
have been made available. 

Regional Proritabili cys che. Past 

In the past therefore, and to a lesser extent 
at the present time, rate levels in western Canada have 
been higher than rate levels in eastern Canada. The 
remainder of this chapter is directed to a consideration 
of the revenue derived by the railway from these unequal 
rate levels and to the costs which the railway has paid 
out to perform the service for which these rates are 
paid. In other words, we wish to discuss the regional 
aspects of gross revenue, operating expenses and net 
revenue. 

The people of the prairies have, for many years, 
held the view that the discrimination against them was 
particularly unjust because it consisted not only of 
freight rates at levels higher than those in the east 
but because those higher rates were applied in, an, area 
where the costs of providing railway service were low. 
The result of this combination of high rates and low 
costs has been that railway earnings in western Canada 
have always been much greater than in eastern Canada. 

From exhibits in the various rate cases, it 
is possible to make the following comparison of net 
revenue to the C.P.R. in eastern Canada and in western 


Ganada. (2) 


(1) Exhibits 118 and 127 - 1927 Freight Rate Investigation; 


Exnibit 131 - 30% Case. 
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GP eR 
Yees) East 
1916 or gecil 
LOL Lee 
1918 igi ea 
1919 13.5 
1920 107 
1921 9.0 
1922 12.2 
1923 12.8 
1924 12.6 
1925 1978 
1936 Saas 
ZOOS ( LOWO 
1938 Bn 
a9 5.9 
1940 14.1 
1941 16.9 
1942 20.9 
1943 10S as 
1944 11.5 
1945 Loe 
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Unfortunately no data has been provided for 


the years since 1945 except that which was shown 


au! 


Exhibit 94 in the Mountain Differential case for the 


twelve months ending October 31, 1948. 


From that 


Exhibit it can be calculated that net revenue in the 


west was $13.4 million, and net revenue in the east 


$12.9 million. 


It is clear from this table that over the 


period for which figures are available the OF Peas 


shown earnings in the west which have been approximately 
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twice as great as its earnings in the east. In other 
words in the twenty years for which figures are 
available the practical effect is this: The total 
revenue collected in western Canada exceeded total 
operating expenses in western Canada by $507.0 million, 
while’ the excess of revenue collected over operating 
expenses in eastern Canada was only $252.0 million. 
These figures represent the cumulative dollar totals 
involved. They reflect the over-all results of dif- 
ferences in rate levels, differences in operating costs, 
differences in traffic density, differences in the 
character of the commodities hauled and of all other 
aifferences which existed between the two areas in 
those years. 

It is common knowledge that the C.P.R. has 
considerably more’ miles of track in the west than in 
the east. In fact the relationship between miles of 
track in the two areas is very close to the relation- 
ship between dollar profits. In other words une PLOLLtsS 
per mile of track have been approximately equal on the 
average overt the period. But dollars earned per mile 
Of track is not a sienificant figure.” Twovorher figures 
would be much more enlightening, namely, earnings per 
dollar spent in operating the system and earnings per 
dollar invested in the system. 

The relationship between earnings in the two 
regions and operating expenses in the two regions was 
set out in Exhibit 340 in the 30% Case. That exhibit 
can be summarized thus in terms of annual averages 


for the 10 year period 1936-1945 inclusive: 
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Gross Earnings Working Expenses Net Zarnings 
Lines East 102.5 90 .4 fe pa: 
Lines West i le one 90.0 2545 

It is clear from these figures that working 
expenses on eastern lines and on western lines were 
almost identical with an average of just over $90 
mijlion per year In each region for the period covered, 
But whereas an expenditure of $90 million produced an 
average net earning of $23.3 million in western Canada, 
an expenditure of $90 million produced an average net 
earning of only $12.1 million in eastern Canada. Putting 
thie PoC uuoneabOtner Torn 2c 2S chiss + horrethe. same 
expenditure of money the C.P.R. over the 10 years, 
1936-1945, was able to earn $233 million in western 


Canada and only $121 million in eastern Canada. In our 


view the important comparisons are these and their 
Significance is in no way reduced by the fact that for 
the same outlay in working expenses a larger mileage 
of track was operated in the west. 

BVen se Casual observer can pe sure thaw. the 
cost Of construction per mile of track is much lower 
On the average in the Prairie area than in any other 
area. LU 18 urue of ‘course that construction coasts 
from Winnipeg to the lakehead were much higher but the 


a) 


Breav Dulk of the western mileage of C.P.R. is: in the 
low cost prairie area. Consequently it seems clear that 
the proportion of © .P-R. Anvestment, in the Prairies 

must be much lower than the proportion of its total track 


mileage. No figures have been produced by the railways, 


however, to show any breakdown of investment between 


the east and the west. Consequently it is not possible 


to present any figures showing the relationship between 
earnings in the two regions and investment in the two 
Pegi ons . 
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COMMISSIONER INNIS: How do you reach 4 
division between the net revenue in the west and net 
revenue in) theseast? \»That.is to say, any shipments of 
grain which are carried straight through to the east, 
are they included in the revenue in the west? 

Wen ry iihenmethodmori calculation which! ls! auc... 
calculation which appears in one of the exhibits, is 
basically thisent In thescase’ of. revenue;: wherever: the 
shipment originates and terminates within the west 
you take the double revenue; wherever it originates 
and terminates in the east you take that double revenue. 
Where the haul goes through from east to west the 
revenue is divided in proportion to the mileage. In 
the case of expenses there is somewhat the same pattern 
except that there are more complicated allocation factors, 
basic parts of expenses, which are partly attributable 
to one year and partly toithe other. ©It is a»cost 
accountant's field day in some respects, and not nearly 
so tough when you are dividing into only two regions 
as iteis: when you begin torgo) into’ any more détail in 
mo 

MR. O'DONNELL: What allowance is made for 
the fact that the C.P.R. mileage is about two-thirds -- 

A. That is covered in the next two paragraphs 
below that table. There was some anticipation of that 
question in the next paragraph beginning, "It is clear 
from these figures. rab 

MR. SHEPARD: Now turn to the next heading, 
Mr. Moffat, the section dealing with "Regional 


Profitability Now". Would you cover that, please? 


As Regional Profitability Now 


As hais been pointed out, the freight rate 


adjustments of the last few years have had the effect 
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of reducing the disparity between eastern and wesvern 
rate levels. Consequently, one of the factors making 
for unequal earnings has been reduced in importance but 
the difference in operating cost factors remains as it 
was. The total effect has been a material lessening in 
the discrimination against western Canada although no 
figures are available to show the situation in 1948. 

I might say there is a reference to an exhibit 
on a partial year basis which was given in the Mountain 
Differential Case at the top of page 8 of this chapter, 
but no figures are available on a complete year basis 
for anything beyond 1945. 

It therefore appears to us that the present 
position as to the over-all level of rates in the east 
and the west and as to the over-all level of earnings 
in the two areas is significantly improved as compared 
to the situation in the past. We do feel, however, that 
there are still certain particular matters on which 
action should be taken to eliminate inequalities which 
are important in particular categories. We have in 
mind here the items mentioned in the chapter entitled, 
"Characteristics of the Overall Rate Structure.” 

THE CHAIRMAN: Is that a chapter that comes 
Laver Von? 

A. No, it is the chapter immediately preceding. 
The items mentioned are the standardization of class 


rates, standardization of the distributing and town 


tariffs with the class rates and a more complete control 
Over COMpetTITive= raves ° 


MR. SHEPARD: Now the next section, Mr. Moffat, 
deals with Regional Profitability in the Future”. 
THE CHAIRMAN: I beg your pardon? 


MR, SHEPARD: The next section is ‘Regional’ 
Profitability in the Future", and it is Mr. Moffat's 
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intention to read that. 


THE WITNESS: 


Changes in the freight rate structure may become 
necessary in the future, whether for reasons of changed 
financial need of the railways or of a reappearance of 
the play of competitive forces in those areas in which 
they have been most effective in the past and these 
future developments may be of such a nature that the 
former inequalities may reassert themselves. It Ciena 
fore seems advisable to consider the policy to De 
adopted if that situation threatens. 

Just as it is proper for the country as a 
whole to provide sufficient revenues to allow the rail- 
ways to perform their functiions, but no more, SO =n our 
view it is proper that each of the major regions of the 
country should pay for the services which the railways 
provide for that region, but no more. There is no 
denying that a complete separation of costs and of 
revenues on a regional basis cannot be made with perfect 
accuracy. However, an approximation arrived at by the 
use of generally accepted techniques of cost accounting 
will serve the purpose. Having done this, the vest 
of regional profitability may then properly be applied 
to the problem of determining just how much of the cost 
of operating the national transportation system any 
particular region should be called upon to pay. It 
provides an upper limit to the level of rates co. pe 
charged in any region, that limit being the rate level 
necessary to produce sufficient revenue to the railway 
to pay for the cost of its operations in that region. 

Tt is our view that the implementation of the 


suggestions outlined 4n the chapter entitled 
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"Characteristics of the Over-all Rate Structure", 
particularly the standardization of class rates and 

the application of regular tests to other rates would 
prevent the introduction of unjustifiable differentials 
in rate levels. Nevertheless, a further growth of 
competitive factors in those areas where competition 

is already important might mean that even within the 
above criteria the general level of rates would decline 
Significantly jn one area with the result that revenues 
in that area would not cover the cost of providing 
Service in that area. 

In the past such a situation was met by 
keeping rates so high in the west that in fact the west 
paid Lts sewn operating costs and provided a considerable 
amount in addition which was available to meet expenses 
for which the east was not paying its proper share. 

It is the view of the Manitoba Government that this 
situation should never be allowed to occur again. We 
are prepared to pay a level of freight rates in western 
Canada sufficiently aon to cover the cost of railway 
service in the west. We are not prepared to pay a level 
of freight rates which provides a form of subsidy to 

the east in addition. 

lt: is for that reason that we, feel that, your 
Commission should recommend that regular studies should 
be undertaken to keep the Board fully informed as to 
railway profits in each of the major regions of Canada 
and that the Board should never call upon one region 
to pay freight rates to be used to subsidize lower 


rates in amother area. 
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THE CHAIRMAN: Pardon me a moment. So you 
would have the country divided into two regions only? 

&. Two regions is the suggestion here, yes. 

Q. Where would the dividing line be? 

A. oeThat is a question’ of more or less. “The present 
dividing line is Fort William because that is the way 
accounts are kept. There might be an argument for pushing 
1t avlittle further east s there might be an argument for 
pushing! it as far as *Sudbury°or a little beyond that. 

We are not proposing any particular place that the 
division should be made other than that it should be some- 
where in that area there which geographically divides 
the country so completely. 

THE CHAIRMAN: All right. 

A. The Manitoba Government takesthe firm position 
that if the railways' revenue requirements are sucn that 
they require further rate increases in the future, 
those increases should not be applied in any region 
in which satisfactory profits are already being earned. 
There is no good reason why freight payers in one region 
should be penalized by higher rates in order that 
unfavourable railway operations elsewhere be offset. 

If additional revenues are required to cover operations 
in one area, and if the competitive aspects of the 
transportation industry are such that added funds 
cannot be raised through higher rates in that areca, 
then the Government of Canada must decide whether it 

4s in the national interest to maintain our railways 

on the present scale in that area. Should the decusion 
be an affirmative one then the responsibility for 
implementing it is a national responsibility and should 
be met out of the national treasury. 


In advocating the use of subsidies in this way 
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we do not wish to leave the impression that we consider 
subsidies to be a fundamental answer to the problem of 
meeting the cost of railway operations in Canada. In 
this particular context, however, we feel that subsidies 
may be the only way of avoiding a situation in which the 
region least adequately provided with transporvav:on 
facilities and at the same time most heavily dependent 
upon them is called upon to subsidize indirectly through 
the freight rate structure the region which is most 
amply provided with such facilities. Furthermore, we 
do not feel that subsidies are necessary even for this 
limited purpose at the present time. It is our view 
that under present conditions it is quite possible for 
the railway to raise their rates in eastern Canada to 
a level which will yield sufficient revenue to pay for 
the services provided there. But our fear is that at 
some time in the future this may not be possible, and 
our suggestion is that a subsidy to the eastern operations 
should be considered at that time in preference to an 
effort to raise western rates to provide the addit-onal 
funds. 

MR. SHEPARD: That brings you to the point, 
Mr. Moffat, where some summary of the views in the 
chapter is expressed, and you have already read those. 
Would you turn to Chapter XI? 

COMMISSIONER INNIS: You think this touching 
faith in accountants is firmly justified? 

AV Weligoit Ae (justid edyeLawould. say 5) Lo Chis 
extent, that somebody, whether it be accountants or 
somebody else, has to reach a decision as to how much 
money the railways are going to be given, and when that 
decision is reached -- 


THE CHAIRMAN: How much they are going to be 
given? 
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A. How much they are going to be allowed to 
collect rather than given. Whatever criteria are 
available and are used to reach that decision could be 
applied just as effectively to one region or the other, 


provided ‘they -are ‘big “régions. © Once “you get into 
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but on one simple division in the middle of a country 
this size, the difficulties do not seem to be much 
greater than the difficulties in the first calculation 
which have to be solved in one form or another. 

COMMISSIONER ANGUS: Do you think that 
equalization in the sense in which you have been 
describing it is the type of equalization that the 
Board has been directed to aim at establishing? 

As. Hast been directed’ to, or interprets ite 
directions. I think there is possibly a slight dif- 
ference of meaning there, that the Government in 
directing it may have one thing in mind and the Board 
when interpreting its power and its statutory authority 
in the light of its past decisions may have a slightly 
different interpretation of what constitutes equality. 

THE CHAIRMAN: I thought that was covered. 

AGS Well; what we are advocating here is that the 
Act should be clarified on that point. 

Q. I mean, arriving at what is meant by equality. 


u 


A. Under the present Act -- 


d- 


2. Section 314 uses the word "equality", and the 
Board has been directed to make that Act effective if it 


is not already effective, but the past decisions of the 

A. But the past decisions of the Board have been 
Board have been directed primarily to the individual 
directed primarily to the individual commodity or an 
commodity or an individual group of commodities rather 
individual group of commodities rather than to such a 
than to such a thing as standardizing class rates of 
thing as standardizing class rates of eastern Canada and 
eastern Canada and class rates of western Canada 
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A. But the past decisions of the Board have been 
directed primarily to the individual commodity or an 
individual group of commodities rather than to such a 
thing as standardizing class rates of eastern Canada and 


western Canada 
class rates of western Canada. 


2. No, but the present. commitment is to erect 


sa) 


Ssuructure.,. 2 reasonable Strucvure, not too high nor 
too low, but anyhow a reasonable structure in every 
respect which will produce equality. 

Deo tees HUL. cit. they were dlrected to do exactly 
that same thing twenty some years ago, and the present 
Suructure 1s. the result. 

On LOU, gay coawouney tailed’ to do.1t), in your 
Opinion, twenty years ago? 

A. Yes, the present structure is what they found 
twenty years ago to be equality. 

Lee OUur spam Ole 

A. Twenty years ago they found that the pr3sent 
structure was equality within their meaning of the term. 

Mw oo HEPARD: JRetinning,. Mra Mofrar soo 
Chapter XI, that deals with the administrative organiza- 
TLOu FOr board: purposes . 

THE WITNESS: 

CHAPTER XI 
Administrative Organization for Board Purposes 

This outline of the views of the Manitoba 
Government on the many questions associated with the 
public regulation of Canadian railways would now be 
complete unless it also gave attention to the admin.s- 
trative organization which would be required to carry 
out that regulation. At several points in the preceding 


chapters of this submission we have referred to 
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administrative considerations in relation to tne 
particular matter under discussion at the time. In 
this present chapter we deal with administrative > 
organization on a broader basis, with the accounting 
and statistical records which will be necessary -f the 
Board is to be able to administer the policies we have 
advocated and with the steps which might be taken to 
simplify and clarify the freight. rate tariffs in order 
that the public generally might be better able to 
understand them and their implications. 
Board Staff 

Our first submission is that the Board should 
equip itself with a sufficient staff of experts in the 
various fields so that it can have access to highly 
qualified technical advice from persons who are not con- 
nected with the railways or any other interested party. 
We do not mean by this that the Board should necessarily 
have a numerous staff. A relatively small staff of 
highly qualified individuals and a practice of seeking 
outside independent professional advice would, in our 
view, be preferable to an attempt to build up a large 
permanent staff. The numbers and qualifications of the 
persons in these categories would depend upon vine 
frequency with which major rate cases occur in the 
future and upon the experience gained in dealing with 
them. For those reasons we do not feel that it would 
be useful to attempt to anticipate personnel require- 
ments in advance. It is our view that your recommen- 
dation on this matter should be that the Board should 
equip, itself with a sufficient staff of experts and 
consultants in the various aspects of its work. This 
staff should, in our wiew,..be considerably stronger 


than that which has been available to the Board in 
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the past and it should consist, to a greater extent, 

9 of persons qualified in financial and economic matters 
and in the use and availability of information concerning 
developments outside the field of railway transportation 
itself. In’ the past the Board's staff has been fully 
occupied with safety regulations and operating matters 
and with the filing and recording of tariff supplements. 
It is our view that in the future the staff organi- 
zation should be altered to place much greater em- 
phasis upon those aspects of railway regulation which 
have veceived attention in this Submission. 

MR. SHEPARD: Now the next section deals with 
"Simplification of Rates and Tariffs", and I under- 
Stand that you intend to summarize the first two 

a pages of that section in the mimeographed brief. 

A. The first two pages-of this section point 
out a fact which was fairly obvious at several of 
the regional hearings and which certainly became 
clear in the Winnipeg regional hearing which was 
the ‘one that L£ “personally attended. Testes suv 
virtual impossibility for any outsider who is not 
a freight tratfic specialist to understand freight 
Varriftsrana drscever forvhimseit what the rate is 
on any particular commodity. The result is that the 
larger shippers with experienced staff are in a 
position to take advantage of the most favourable 
rates which are available to them; whereas the casual 

> shipper or the shipper who is only moving a small 
volume “Or trartic finds that he is*aimost forced 
to take the first rate which is named to him. 

Now, there is no suggestion, as is pointed 
out in here, that he is chargcd an improper rate, 


but there may be two, three or four different rout ngs 
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or different ways of calculating the rate. If he 
spends the time and the money to build up a 
specialist staff, if his organization is big enough, 
he can get a lower rate than would be Like lyi:to 
be charged him if he just operates on a casual 
shipment basis. 

Simplification of Rates and Tariffs 

One matter to which the Manitoba Government 
would like to direct the attention of your Commission, 
is thae of the wmieed ehorisimpiification of Canadian 
freight rates and of the tariffs in which those 
rates are set out. For the great majority of the 
people of Canada, the only direct contact with this 
question comes to them if they attempt to discover 


the charges which they must pay to ship a given 


‘ commodity from one point to another. Even the most 


casual xrcquaintance with railway freight tariffs, 

will convince the average individual that it is 

virtually impossible for any outsider to read 

and understand these tariffs and to discover for 

himself what the charge would be for any particular 

shipment. The result of this situation is Chat 

the larger shippers with experienced staff of Garlic 

specialists, are in a position to take advantage 

of any special concession which may be included 

in the tariffs, whereas the casual shipper, or the 

shipper who moves only a relatively small volume 

of traffic, is quite unable to do anything except 

pay the charges which are asked by the particular 

freight agent whom he happens to be dealing with. 
Wnder these circumstances, in the great 


majority OF cases, it is probable that the rate which 
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will be quoted will be the first rate which is 
discovered for the particular haul concerned, and 
that in many cases that rate will be higher than 
the rate which would be charged if a more careful 
Study were undertaken. There is no suggestion here 
that the rate which would be quoted would be an 
unauthorized one or one which is improper in any 
way. Rather, the suggestion is that since in many 
cases there is a choice of a different routing 
or of a different combination of rates, a careful 
Study of the situation would bring out the fact 
that there are several possible rates, all of which 
are perfectly proper “and all of which have ‘been 
authorized. We might point out that there are, 
in all the larger shipping centres, firms and 
individuals whose regular source of income is 
derived from freight bill audits under arrangements 
in which they study the freight bills ‘paid by 
firms and are paid a certain percentage of any 
refunds or savings they discover by reason of the 
fact that there was available a rate lower than 
the one which was charged. 

In the case of larger shippers who are 

large 

moving a relatively/volume of traffic, the practice 
has grown up, of retaining a person who becomes a 
Specialist in these matters, and who devotes the 
greet ‘bulk of his time, if not all his time; to working 
out alternative routings and alternative methods of 
calculsting rates for the purpose of securing for 
his company the lowest rates possible. The fact 
that such rate specialists are used by so many of 
the Larger firms is, in tte6 if, proof that in. the 


Opinion of the management of those firms, the savings 
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which are made in that way are considerably greater 
than the cost of the salary and other expenses involved 
in retaining such a person on the staff. The im- 
plication therefore, is that the smaller firms, who 
do not .aave. the use of such specialists, .must be 
paying rates, which, in total, are higher than they 
would otherwise have to pay if they fully understood 
the various alternatives which are open to them. 

The result of this is that if e.shipper 
wishes to get the advantage of the lower freight 
rates to which he is entitled he must pay those rates 
and, in addition, he must pay the salary and expenses 
Offa frevehe expert co maintain this. constant study 
of freight tariffs and the various alternatives which 
they offer. This situation, therefore, means that 
the small shipper faces an important competitive 
disadvantage as compared with the larger shipper who 
can pay for such work. Our basic objective in asking 
for a simplifcation of freight rates and rate tariffs 
BSuLoe we limi nelionporecondi tions of \this sort. 

in.addition to the unsatisfactory situation 
which exists in respect to the day by day operations 
Oi fT eight raves as pald by shippers, there is, the 
errect upon investigations by the Board of Transport 
Commissioners, or by Commissions similar to the present 
one, in which interest is directed toward a study of 
the relationship between rates charged in different 
areas, or for different commodities. The complications 
of the present rate structure and the rate tariffs, 
make such comparisons virtually impossible. We are 
not merely saying that it would be more convenient 
and make possible .a more conclusive statistical stu y, 


if the rate structure were simplified, rather, the 
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point is that under the present system it is impossible 
to discover what the rate really is on the various 

. hauls and for the various commodities. Any person 
who quotes such a rate, runs the risk that the 
railway traffic specialist will find that he has 
used a wrong rate and that the comparison which he 
is offering) tsrinvalida oThe result! isi that no) one 
can prepare. any satisfactory analysis of rate re- 
lationships and no one is able to state what the 
relationship is. 


Evidence offered by a number of witnesses 


at various regional hearings clearly establishes the 


fact that even the highly experienced traffic experts 

are very cautious in stating the rates which apply 

on a partiqular commodity. In a considerable number 
, of cases, Aehiy qualified traffic experts presented 
evidence in which they quoted particular rates and 
were then forced to correct those rates and to quote 
different rates, after the railway traffic expe:rts 
had had an opportunity to study the brief and tot work 
out other possible routings to show what lower rc2tes 
could be secured in that way. Tt this situation 
exists with the type of individual who is willing to 
appear before a Royal Commission and to do the pre- 
paration necessary for that purpose, it seems clear 
that the smaller shipper, carrying on his regular 
business, will find that it is completely beyond his 
power to attempt to deal with the problem, and the 
result will be that he will accept the charges quoted 
by the first railway agent, even though subsequent 
Studies might prove that a lower rate existed. 

THE CHAIRMAN: How are you going to run 4 staff and 


provide these means for thege Small shippers? 
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A.» The remainder of this, section has. a few 
suggestions as to how that could be done. 

MR. SHEPARD: I understand you are now going 
on to page 4, the last paragraph starting on that 
page. Mr. Chairman, it.is at’ the bottom, of..Page 
Rea 

THE WITNESS: The objective of the Manitoba 
Government, in suggesting that your Commission should 
recommend simplificetion of freight rates and freight 
tariffs, is the elimination of the time and expense 
which is involved for shippers in their efforts to 
calculate the rates which are applicable to the 
Shipments which they have in mind, to eliminate the 
competitive advantage which the larger shippers with 
freight traffic experts have over the smaller shippers, 
and - make possible the securing of definite figures 
as to the rates applicable for various commodities to 
the end that the policy decisions which must be made 
by regulatory bodies can be based on definite factual. 
information. For these reasons, the Manitoba Government 
makes the following suggestions as to the means by 
which a considerable degree of simplification might 
be achieved. 

Our first suggestion is that an additional 
number of class rates should be established at levels 
lower than the current 10th Class. In that regard, 
Item 9 of the Manitoba Brief of Points reads as 
follows: 

"9. On a more technical matter, it is our 
submission that the class rate structure as it 
now applies in Canada should be carefully studied 
together with certain recent changes directed 

by the Interstate Commerce Commission of the 


United States, with a view to determining whether 
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or not it would be advisable to establish 
an additional number of classes in Canada at 

» rates lower than the present 10th Class rate 
so that a greater percentage of the traffic will 
move at class rates and will consequently be 
under more adequate control by the Board of 
Transport Commissioners." 

In the present rate structure there are a 
relatively large number of commodities for which 
there are so-called commodity mileage rates which 
apply over relatively large areas, and which, in some 
cases, carry a substantial volume of traffic, while 
in other cases, special rates of various sorts, carry 
the traffic at lower levels even than the commodity 
mileage rates. These commodity mileage rates are, 

y) in many cases,different in Eastern Canada than in 
Western Cenade and their status is not precisely 
defined, with the result that there is some doubt 
as to the exact jurisdiction of the Board of Transport 
Commissioners in respect to them. For example, 
it is not clear exactly what changes can be made by 
the railways without the necessity of a formal 
approval of the Board of Transport Commissioners. 

The suggestion is that new class rates should be 
established at levels lower than the current 10th 
Class, and that these commodity mileage rates should 

be incorporated into the class rates, by assigning each 
commodity which now has a commodity mileage rate, to 

Py the class which is nearest to the commodity mileage 
scale. The effect would be, first of all, to stand- 
ardize the rates for those commodities in the dif- 
ferent parts of Canada; secondly, to bring them under 
the jurisdiction of the Board of Transport Commission- 


ers for all those matters in which the Board has 
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control of class rates, and thirdly to simplify the 
rate structure in such a way that the public and 
the shippers will be able to understand and analyse 
the rate situation in respect to these commodities, 
without the need for the same amount of expert 
knowledge which is required at the present time. 

In addition to the class rates and commodity 
mileage rates, there are in the rate structure approved 
by the Board of Transport Commissioners, at the present 
time, several varieties of competitive and commodity 
rates. The criteria by which these rates are judged 
and the authority of the Board in respect to then, 
varies in the different categories and in many cases, 
is not.at all clear. It is ithe view of the Manitoba 
Government that the situation would be much more 
satisfactory if these minor distinctions were 
eliminated and if the rate structure were reduced 
to the two types of rates, namely class rates, 
embracing the type of rates which have been discussed 
above, and "other rates". This category of "other 
rates" should, in our view, be treated in the manner 
which has been outlined in respect to competitive 
rates, in that they should be subject to the tests 
which have been outlined for competitive rates and 
should be subject to change only when those tests 
have been met in the manner outlined. 

One other source of difficulty is worthy 
of comment, namely the fact that for a particular 
shipment 1G 1s very Giificuls for the shipper to 
discover whether or not there is 4 special or 
commodity or competitive rate in existence which 
would give him a lower charge than the standard 


rate. At the present time to discover this involves 
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a lengthy study of the relevant tariffs and the 
relevant supplements to those tariffs. Although 

we have no concrete suggestion on the matter, it 

is our view that your Commission should recommend 
the provision of a more clear-cut method of dis- 
covering whether or not the particular shipment 

is subject to the regular class rates or whether 
some “other rate" applies. The system which is 
worked out for this purpose should also give some 
indication of the source from which one would 
determine the applicable rate. If such a system 
could be worked out, it would eliminate the time and 
expense which is now involved in a study of all the 
tariffs which might conceivably refer to the par- 
ticular commodity concerned, because under the 
present arrangement, some extensive search of this 
sort is involved in any effort to answer this 


question. 
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Now, the next section simply suggests 
that if and when anything is done with respect to 
adding any new commodity classes, it would then 
be necessary to review the commodity classifications, 
and that in any case it is probably desirable that 
the commodity classification should be reviewed 
now in view of the fact that it has been there 
for a considerable period. 

THE CHAIRMAN: Reviewed by whom, Mr. Moffat? 

A. The suggestion is the Board of Transport 
Commissioners, that your Commission should recommend 
the Board of Transport Commissioners to take on 
that job at a reasonably early date. 

POprey evet heir Classi ri cari ong? 

Ley ees 

2. Don't you think it would form part of 
the task that is now before them? 

Se rNOU Meceosalta ive TLE MLent sit. moet) noo. 

Qe wuney Might be asked to ‘do ib? 

A. They might be asked t%Qt, yes. 

COMMISSIONER INNIS: Are you worried in all 
this about any effect on the shipper, particularly 
any effect of a sharp change of rates Suppose 
they were to start to take out competitive rates and 
so on, are there various vested interests which 
have grown up in relation to theserates? It 
doesn't worry you that their interests are neglectec? 

A. I would not say their interests would be 
neglected. There would-have to be a look at this 
Situation; but if we are in a situation where there 
arem= increases 2oine® to be of the magnicude that we 
Dave nad, cl pér*cent, 15 per cent, G per cent, ond 


are getting to a place where rate increases have 
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been somewhere around 50 per cent on the commodities, 
where that happened anywhere, another 10 or 15 per cent 
on top of that will not really disturb an industry more 
than they have already been disturbed. 


Q. But we hear a good many complaints from a great 


variety of firms and industries to the effect. that their 
position had been injured, and I am wondering whether 
any sort of sudden development would not lead to a big 
upheaval? 

Am eb chink t -would inevitably. 

Y. But that would not worry you particularly? 

A. It would worry me, but just because a particular 
Timm forminaustry thas seadisal dvserimination ainibts favour 
for a long time, does not create a vested interest. It 


may create anvested interest inuhaving ra little bay 


9 longer notice before the change is made; it may create 


a vested interest in having an examination to see whether 


ORMNCT pinere 1s need for ja change jebut not in retaining 


a rate permanently. 

Sb Ue atts, Wes * Would you pray for 
a Very gradual cautious approach to changes? 

A. Well, ET would divide it into two categories. 
So far as standardization of the class rates is concerned, 
which is your basic starting point, we can see no reason 
why that should not be done immediately, that the changes 
ave polaively small. 

2, k eo not rareing that.question. 

A. On the other kind of rates we can see no reason 

S Why there should’ mot be a general boost of the sort that 

has been going on from time to time here now for the 
last year and a half: why that should not be continued 
reasonably steadily until it brings about a situation 


more or less in line with what is here. 
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You will notice the emphasis through this 
thing is that the situation was bad in the past, it is 
not so bad right now, and that it is being improved we 
think partly because of the fact that provinces have 
been taking such active interest in this thing for the 
last two or three years. It is more of a request that 
something should be done so that we do not recreate the 
whole situation. . You will notice that type of emphasis 


here in several places, that the present situation is 


much improved and that if we had a guarantee that we 


ould get the class rates straightened out, we would 
NOG De COOl upset avouc the" thing, but 2b is the tear’ or 
going back to what we had before, that is the fundamental 
Doane. 
MR. FRAWLEY: I was wondering about these rates 
that you are recommending to be boosted, I am 
just wondering whether it would affect me at all. You 
say, go on being steadily boosted? 
A. The competitive rates. 
y.' Competitive rates? 
A. Yes, those rates which are lower than the 
standardized. rates’. 
MR. SHEPARD: You mean the rate between Calgary 
and Edmonton, for example? 
A. Calgary and Edmonton might be involved, yes. 
MR. FRAWLEY: You stick to that one. 
THE CHATRMAN: On this question of classifica- 
tion you say the present classification is defective. 
YOu must say so because you say there should be other 
classes? 
A. We say there should be. The present class_fica- 
tion. 185-5 YOu.might almost. say, meaningless because of 
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THE CHAIRMAN: How far back does it go, how 


venerable is it? 


MR. O'DONNELL: It is very venerable, I think. 


THE CHAIRMAN: Can you point to any particular 

year when it was done? 
A. .£.could not, but maybe some of the railway 

people could. 

MR. EVANS: It was a clasiification case in 
O25.) There 188 continuing rieht. that.Manitoba .or 
anyoody else. could ask .for.s 

THE CHAIRMAN: But anyhow the last classifica- 
tion was that which was arrived .at. in 1925, you tell me, 

MR. EVANS: Yes, .that is the last. general 
consideration. 

MR. O'DONNELL: And going throught the whole 
history of the railways right from the beginning, as I 
remember, I think there were four classifications 
originally and that has grown constantly. through the 
years until we have-- 

THE CHAIRMAN: Ten. 

MR. O'DONNELL: Until we have the present 


° ~ ° 
SD RL rk 


set-up which was reviewed in -- 
THE WITNESS: There is the point in that 


connection that the classification can be reviewed from 


time to time, that is true, on application by any 
interested party; but an interested party who is big 
enovugh«to, take: on acojob lof tthatusert} isrmore vlikely to 


ask for a special rate for his commodity, because 


classification just does not interest him. The result 
is that unless some public body like a Royal Commission 
or the Board of Transporti Commissioners itself takes 


the initiative, the chances of getting a thorough over- 


haul of the classifications are relatively small. You 
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will get someone who is interested in a particular 
commodity, but you will not get anyone coming in who 
is interested in the whole thing, except a Royal Com- 
mission such as yourselves, the Board of Transport 
Commissioners and probably the railways. 

MR. O'DONNELL: And who else should be 
interested? 

Ax .the small shippers. 

MR. EVANS: I must. resent here these sug- 
gestions in creating inferences in the Commission's 
mind. The fact is that under Section 36 the Minister 
eould ask the. Board at any time to make a general i:nouiry 
into the classifications, and if Manitoba wanted one they 
could get one tomorrow, I have no doubt. They have got 
one actually now. 

MR. SHEPARD: That is why we are here, Mr.Chair- 
man. 

MR. FRAWLEY: Not tomorrow. Wait until we 
have finished this. 

MR. SHEPARD: Will you continue, Mr. Moffat? 

THE CHAIRMAN: How long do you think you ought 
to wait to have this reclassification made? Have you 


: ’ 


in mind that the Boafa should first be’ clothed with all 
the new powers that you suggest here, and that the new 
personnel of experts be formed before they proceed to 
reclassification, or could they do it now? 

A. As we conceive it, it would not be so much a 
problem of new personnel or even new staff, but only 
a new attitude. 
Y. A new attitude? 


A. An attitude that they are starting things, that 


they are taking the initiative, rather than that they 
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are acting as judge between two litigants and 

listening to what is brought before them from both 
Sides and then deciding on that basis. It is that sort 
of change we would like to see. 

Q. If they did not know what is done on both Sides. 
how could they ever arrive at a finding? 

A. AS an administrative body it is their function 
to find out. When you have approximately equal 
antagonists on the two sides then you can depend on 
what they bring to you; but when you have a thing of 
this -sort Deca ae are a vast number of relatively 
Small interests involved, there is no possible body to 
reach them. 

MR. EVANS: You mean the Province of Man:-toba? 

Ao Whech is why we are here, as Mr. Shepard pointed 
out, but that is a new development of the last couple 
of years and. that’ is the sort of thing that. might be 
done, but even in that case, -- 

THE CHAIRMAN: Just a minute, you do not 
intend we should enter in that classification for you, 
doevou? 

A. No, the only suggestion is that you might 
recommend that the Board do it, and that they adopt this 
kind of attitude. to bring) it. about. 

QO. | Whar ‘kindof at hiutuda2 

A. That they are to act on their own initiative 
and not simply act as a judge between litigants and 
decide on the basis of past precedents of twenty-five 
or thirty years ago. 

MR. SHEPARD: And also, Mr. Moffat, to =ncrease 
the number of classifications. 

A. Then we have some specific suggestions that are 


here given. 
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THE CHATRMAN: Then they would be taking 
certain classes of commodities on the present 
CLassifi cation, putting them down or higher up, as 
the case may be? 

A. Yes, that is right, although in the Act they 
are already out of these classifications. 

Me They are a special classificatian now, 
presumably? 

A. Yes, and the suggestion is that they should be 
put on something that is uniform, that is, that there 
should be a class rate at the level where the rate now 
is to bring them in the rate structure rather than 
suffer.a rate that sticks out by itself. 

MR. EVANS: I don't think I shall let that 
go unchallenged. The witness has said they are already 
taken out of the classification. They are not, they 


are still classified; and your lordship is quite right 


os 


that it would involve taking things out of classes and 


putting them in different classes. It may be true, as 
the witness has said, that despite the fact that the 
commodity is.elassified-as 5th. or. 6th class, that there 
iS 2acOmmoditysarace sirrespeective of, this.classafication, 
but you still have to overhaul the classification because 
theoretically.évery commodityis inrit. 
THE CHAIRMAN: Then you would say, woule you, 

that these special commodity rates could constitute a 
new class. Is that what you say? 

A. A substantial number of ,them; 

Q. A substantial number of them? 

Aon LES. 

Q@. So that the special commodity rate would then 
become -- 


Ww. , The regular class rate for that commodity. 
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2 a 


2%. The ceiling rate? 
Dee, Ae PPC. 
Doe seoe oer erent. 


MR. SHEPARD: Would you carry on, Mr. Moffat? 


Review of Commodity Classifications 

Implicit in the suggestion that a number of additional 
new classes should be established, is the suggestion that 
there should be 3a complete review of the existing freight 
classifications for the purpose of establishing what 
commodities should fall in the various new classes. It 
is our view that this new classification should not, 
however, be restricted to this purpose only. The present 
classification has been in existence for many years and 
operating conditions and the character of the traffic 
in various commodities has been materislly changed in the 
interval. Penge en ieee seems to us that a thorough 
review of the classifications should be undertaken in 
the light of present conditions. 

One of the major changes which would be introduced 
would, of course, be the assignment of the commodities 
to fall into new classes. Furthermore in a number of 
cases at the present time, a commodity moves at rates 
equal to one of the lower class rates, but the arrangment 
is set up 38 2 commodity rate at that level and the 
commodity continues to appear in a higher class in the 
official classification. Im such cases it is our view 
that the commodity should be reclassified and placed in 
the lower classification and that the reference to it in 
the higher classification showld be eliminated. 

Closer Contact with the Public 
Another matter which is related to this question of 


Simplification is that of providimg machinery by which 


ty 


1 oth sat at ; 


o A 


tran wae bul 


cescacia 40, vweivail tar 


in 


a | pivods cxaneto 


AeA i 


as ‘oil Lota iss 7 


Gnics 


a awisi zi Ce eon 
alec tema, 


I aseeet> wor ano rrey 


i era ak oe 
se ov pinone eee hb 
elt elo Sota © 


Bui 


‘ertet yee ie soy 2orstaine nb weed) Bon most ene 


3 


i AN 
ae eg i, ware rat ‘3 iy Herre an aD Cabs ary) Oe Sn. cate age 7 


: ; % he ay 


sieher of 
het 


ab 
a 


7 


se) ai bogsetio “itateaden mesd aged sels thongs suaktev ak To, 

on atl Aas t ea Nhe he } 

b) , =f ess : Sh asics sae pail mint ak a3 , 
gros Seem aan ene eh te ae A : , WY Teak ta i, eet € oh reused 7 a 


sa ae oie oe ta a Le ee ee senttoad eiok ete Bt Re Bee 
el PP eee ean ag i lueis ewe tee el eee ho rans LO WS vot 
' An ae , ié 


aq tg dagtr soe 


Cy 
i fant oe 4 pee foe cea Nea tad Hees oaths as i a. a ara Le) 
Moms Wanita DEL WARK AN Leis Ce ohoanbe: (ee ae alata Be i er ane 
‘ ; 
.* a ae a er ed i 
ea os ay fina Be pe hoe eye puny oy a ps i plays et wy or yl oe * yz Ke 7 
eye Shoe See Wo OMNIS LB Se She “SO . aero eta Ms, i ie Pees 


ae ant geerre load 


ame bis Pavel 


wh Pee oe ’ 
ey fl Bea. 


. | pine MN - | RSE ey Pr a ni 
ogee mea eb aL egdon doce at .nesseertiese te id nn 


me beaela boty tanks ateieeaiogn Jeg Bivode ys Pomiios’ ong ae) 
ZY 
Pt 


. e) | vee 
: ee ae i f sae en Coe " oe on * Pes! . id ay A - Faete a 
x) SOAS SS Tes athe oF ii 7 Sener Hobe BOLI SGRT een fi aie x, oti ' 


he 


Y ‘i 1 ‘ ; iJ . ' oe 
oe Heron miele ag it OE OLR O bigaiien ait 


yIP 


- 8817 - Mr. Moffat 


the public and shippers can secure information on these 
subjects. At the present time, the only sources of 
information which are available outside of Ottawa are 

those which sere provided by the railways and by the 
Canadian Freight Association which is merely a joint 

agency among the railways. It is the view of the 

M-nitobsa Government that some arrangement should be made 
whereby shippers end the public can secure information 

and discuss their rate problems with 9 person having expert 
knowledge of the situation who is not directly associated 
with the railways. For that purpose we feel that your 
Commission should recommend that the Board of Transport 
Commissioners should provide locsl representatives in each 
province, At the present time there ere local representat- 
ives at certain points in Canada, but their attention is 
devoted almost entirely to questions of safety and 
accident prevention work, Our suggestion is that local 
representatives dealing with rate matters should also be 
provided or that the present local offices should be expaend- 


ed so that they can perform thet function also. 
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THE CHAIRMAN: Pardon me a moment. You would 
require persons to have an expert knowledge of the 
situation. How do they acquire such knowledge? 

A. People on the staff of the Board, -- 

O..11 Say, ‘how,would.these» people acquire the 
knowledge? 

Atdnvelig Chey. could be putpon the, staff of the 
Board and. trained there. They. could be recruited to 
some extent from the railways, they could be recruited 
from some of the chambers of commerce who have 
specialists, and some of the larger firms have. built 
up a specialist staff on these matters. In the main 
I would think it would be a problem of training them 
on the Board's own staff. 
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Another suggestion is that provision should be 
made for public hearings on a more frequent and less 
formal basis. At the present time, the Board svends a 
good deal of its time in travelling throughout Canada and 
holding formal hearings at various centres. In many cases 
these hearings are concerned with relatively minor matters. 
The result is that the Board itself has less time for the 
consideration of general policies while, i outlying areas 
the public can meet the Board only infrequently and at full 
formal hearings. Our suggestion is that your Commission 
Should recommend that arrangements should be made whereby 
the Board can delegate its public hearing functions on 
minor matters, either to one member of the Board or to a 
senior member of its staff, with a provision that any 
decision reached on such a basis would be subject to appeal 
to the full Board. Such an arrangement would free the 
members of the Board to devote their attention to major 
issues and to overall policy. At the same time it would 
make possible more frequent hearings in the different 
parts of Canada. What we have in mind here is the 
creation of a position somewhat similar to that of the 
"examiners" in the Organization of the Interstate Commerce 
Commission, 

THE CHAIRMAN: Q. Have those examiners the power 
to do things, subject to appeal to the Board? 

A. I am not entirely familiar with their duties, but 
primarily, as we understand it, they hold public hearings, 
they make recommendations to--- 

Q@. Who hold public hearings? 

nA. the-examiner holds a public hearing, hears what 
the issue is, recommends to the Board, and the actual 
order goes out under the authority of the Board as a whole. 


Now, I would not be sure of that. 
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Q. You suggest something different here. You say 
that these persons who go out would reach decisions, which 
would be subject to appeal to the Board. 

A. The suggestion here goes a little farther than 
that, that is true, 

@. You do not think that is unduly complicating the 
situation? 

A. Well, that would be something that would be dis- 
covered by a trial-and-error method, I should think. They 
might have authority to make decisions; it might be dis- 
covered in practice that the decision should be reviewed 
in advance and issued by the whole Board. That is some- 
thing that would be discovered from experience. 

©. You would have the parties before the whole Board, 
anyhow? 

A. You might in some cases, but you at least have an 
opportunity for getting hearings out into the smaller 
centres and out away from Ottawa, without taking the whole 
Board out there and getting the whole Board tied up on that 
kind of case. 

MR O'DONNELL: The whole Board does not have to 
go now. 

THE WITNESS: No, that is right. 

ME SHBEARD: O. VWidl you carry on, Mr. Moffat? 
The next section deals with prescribed standard accounts. 

COMMISSIONER ANGUS:Q.Does the Interstate Commerce 
Commission issue statements of policy? You speak of that 
in the last line of this section, 

he Now . suppose that: is true -- well, in 

a sense it does. It is directives; they may not really 
be in the form of statements of policy, but they issue 
directives saying depreciation shall be handled in this 


way, that accounts shall be set up in such-and-such a way, 
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that for the purpose of calculating investment this is the 
way it is to be calculated. I do not know just what the 
proper term is, whether it is a statement of HPOLLCY OY 4 
directive as to method, but they do that sort of thing. 

THE CHAIRMAN: Q. It might be procedure? 

’, It might be procedure, as to the Operating condi- 
tions on the road, as to safety. maybe the term "statement 
of policy" does not cover it exactly. 

COMMISSIONER ANGUS: Q. Any counterpart in the 
case of the Canadian Board? 

A. A fairly substantial number, I think, in safety 
regulations and that sort of thing. 

MR EVANS: Rules and regulations, the same as the 
Board. 

THE CHATRMAN: Q. That is all you need, then, 
rules and regulations? They are published now, are they 
not? 

A. Yes. 


In that organization, the "Examiners" are senior 


members of the staff but not members of the Board itself. 
They hold hearings and report on facts to the Board and 
apparently advise and assist the Board in all its policy 
decisions and in the preparation of its statements of policy 
and its written judgments. 
PRESCRIBED STANDARD ACCOUNTS 

Subsection (d) of Section 2 of rac nlanscaaier4 
P.C. 6033 reads in part as follows: 

"Review the pee seneeaay accounting methods and 
Statistical procedure of railways in Canada, and 
report upon the advisability of adopting (or other- 
wise), measwres conducive to uniformity in such 
matters," 


The var;ious matters which have already been dis- 
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The various matters which have already been dis- 
cussed in this present brief provide many illustrations of 
the need for some improvement in the accounting and 
Statistical records which are now available concerning the 
Canadian railways. During the course of the hearings before 
the Board of Transport Commissioners on the last two 
applications for rate increases, it became clear that in 
many instances neither the Board nor the Provinces were 
able to analyse and interpret the published railway ac- 
counts properly because of three major difficulties. These 
difficulties were that in some cases: 

1. Proper analysis of certain totals was not possible 
because of lack of information as to the precise 
content of those totals; 

2. Comparison of one railway's accounts from year to 
year and from period to period, were of limited 
value because of changes in the accounting 
policies of that railway; 

3. Comparisons between the different railways were 
rendered difficult because the railways concerned 
did not follow like accounting policies. 

The result was that there were many analyses which 
the Provinces were unable to make and on a number of occa- 
Sions, analyses which were made and presented to the Board, 
were found to need substantial revision after railway wit- 
nesses and counsel provided detailed information as to the 
content and preparation of the accounts. 

It does not seem appropriate at this point to 
attempt to give extensive examples, but a reference to the 
discussion on the maintenance accounts and on depreciation 
accounting as already covered in this brief, will make 
clear the significance of this point in respect to those 


two items. Similar problems arise in the case of the 
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division between rail and non-rail expenses and rail and 
non-rail income. We have not been able to make such a 
careful analyses of all aspects of the railway accounts 
but the fact that a number of situations of this type have 
been discovered suggests to us that a thorough review of 
the whole accounting set-up should be made for the purpose 
of eliminating so far as possible, the three types of 
difficulties enumerated above. 

One point should be made clear at once. We are 
not suggesting that the railways are keeping their accounts 
in an inaccurate manner. Neither are we suggesting that 
the accounts are not capable of interpretation by a 
person who has full access to them and who is familiar with 
the principles upon which they are based. Our criticism 
is two-fold, however: 

1. Neither the public nor the Board has access to 
sufficient detailed information to be able to 
interpret properly, those accounts which are made 
available. 

2. Certain matters which, in our view, are vital to 
national transportation policy, cannot be dealt 
with because the accounts are so constructed that 
the relevant information is not available. 

To a large extent these difficulties would be 
overcome if the Board and thepublic had easier access to 
detailed information from the railway accounts, but even 
the fullest disclosure of details would not remedy other 
defects. The primary accounts, in certain instances, 
reflect the policies of railway management as to how those 
accounts are to be kept. For example, if deoreciation 
accounting is used for road assets, the charges to current 
maintenance will be handled differently from the procedure 


which would be followed if road is on renewals. Important 
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variations in financial results might therefore result from 
a difference in accounting policy, while the accounts them- 
Selves would be perfectly complete and perfectly accurate 
in both cases. 

One other preliminary matter requires clarifica- 
tion. The objective is not merely uniformity; rather it is 
miformity upon a set of standard accounting classifications 
which will provide the necessary information. If one were 
to interpret the above quotation from Order-in-Council 
P.C. 6033, literally, it seems to imply that the only 
requirement here is "uniformity," but it is our view that a 
broader interpretation is necessary and that what is re- 
quired is uniformity on a basis which will make possible 
sound decisions on all matters concerning railway policy. 
This concept of standardized and clarified accounting 
classifications implies that the System is to be prescribed 
by the Board of Transport Commissioners and made applicable 

to all the Canadian railways. It also implies that the Board 


of Transport Commissioners should be equipped witha suffi 


client staff of experts in this field to prepare and supervise 


the application of the prescribed accounting system. 
I might summarize these next two paragraphs 


Quickly: 
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It is not our purpose to attempt to lay down in 
detail, the type of account which should be prescribed in 
Specific instances, rather we propoee’ to direct our 
attention to the general principles which should underlie 
them, and it is our view that your Commission should re- 
commend that the Board of Transport Commissioners should 
Set out a prescribed system of account following on the 
principles which will be stated hereafter, 

We do not recommend that the System of account 
as prescribed by the Interstate Commerce Commission in the 
United States should be followed exactly and in detail. The 
latest Interstate Commerce Commission Manual does, however, 
reflect the degree of detail and the amount of precision 
which that Commission feels to be necessary in order to 
avoid such a degree of generality that the problem of precise 
interpretation of various accounts still remains and at the 

Same time avoid such a degree of detail as to prove unnecessar- 


ily complicated and unnecessarily time consumingin the prepara- 


(Page 8827 follows) 
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tion of the accounts. We would suggest that that manual 
offers a useful guide as to the amount of detail which will 
be required in describing any particular account and as to 
the procedure which might be adopted with border-line cases. 
We would make it clear, however, that in order to reflect 
Canadian policies which need not follow American precedents, 
substantial variation from the Interstate Commerce Commis- 
sion Manual will be required in order to adapt it to the 
Canadian situation. 

We are not proposing here to lay down the details 
of what sort of sytsystem should be involved. We are not 
even suggesting that your Commission should attempt to do 
anything of that sort. We do suggest that the system laid 
down by the Interstate Commerce Commission gives an indica- 
tion of the general type of thing that would be required 
and the general amount of detail that would be required, 
although it would need substantial variation to make it 
fit the requirements in Canada. 

THE CHAIRMAN: 2. You say that to-day there is 
lack of uniformity within each railway itself? 

A. Over) a period of years,.yes. 

Q. Over a period of years? 

fwd oOo 

9. And there is another lack of uniformity between 
railways? 

As| Thateis correct. 

Q. And you want to see both those deficiencies dis- 
appear? 

A. Well, either disappear--- 

Q. In order to achieve that, certain questions of 
principle will have to be studied and made uniform? 

Aap: Thateis.conrect, 


Q. Depreciation, for instance? 
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A. Yes; well, there is a series of suggestions here. 
Q. That is what you want? 
AA” ‘That! 139 cOrrett,? yes’, 
OOM sIIe PLeNe . 

A. The first requirement of such a system of pre- 
Scribed accounts is that there should be a clear definition 
of the activities which are to be covered by it. It is the 
view of the Manitoba Government that this system should 
cover all rail activities of the Canadian railways. The 
term "rail" as used here ishould extend to the point where 
it will cover revenues and expenditures, both current and 
capital for all those activities which are to be taken 
into. account in determining the level of freight and 
passenger rates in Canada. The particular division which 
should be made here has been described previously and 
needs no further elaboration GU ste POL bt. 

That was the discussion of the division between 
rail and non-rail. 

Q. What chapter was that? 

we Chapter IV, page 53> page y/Ovo0r the printed copy. 

Having thus defined precisely the field which is 
to be covered, “it is our view ‘that the second major objec= 
tive which should guide the Board in setting up a prescribed 
system of accounts, should be that of drawing clear dis- 
tinctions between - 

(a) capital supplied by the owners of the corporation; 

(b) capital supplied by the users of its services. 

(c) capital from other sources. 

The third principle, which in our. view should 
guide the decision in these matters, is that a clear line 
of demarcation should be established between expenditures 
Which are of a current nature and expenditures which are of 


a capital nature. As pointed out in the chapter on 
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"Maintenance Expenditures" it is essential that precise 
figures as to the cost of carrying the volume of traffic 
which is moved in any year and of maintaining the railway 
system during that year, be available distinct from any 
expenditures which may be made during the year for the 
purpose of improving the physical asset so that a better 
standard of service can be provided in the future, or to 
make good deficiencies of the past. 

It is the view of the Manitoba Government that 
in addition to the above information, the prescribed system 
of accounts should make provision for securing data as to 
the cost, revenue, profit and investment in the different 
regions of Canada... During the recent rate cases and in the 
rate cases and the general freight rate investigation of 
the 1920's, a good deal of attention was directed towards 
the fact that the railways - were apparently making much 
greater profits in Western Canada than in Eastern Canada . 
We have discussed this point at some length in the chapter 


' and we merely refer to 


entitled "Regional Considerations, 
it again here for the purpose of making it clear that in 
our view the Board of Transport Commissioners, in setting 
up its prescribed system of accounts, should make provision 
for securing accurate inenumeeton as to the relative level 
of profit in the different regions of Canada. 

MR. SHEPARD:.Q. | Then the next. section, Mr. Moffat, 
is "Financial and Statistical Reports," the next couple of 


pages, and I understand it is your intention to read that 


section. Will you proceed, please? 


A. The section which I have jfust read lays down the 
principles which we think should guide the setting up of 
the prescribed system of accounts. This next section 
deals with the sort of reports that we think hould be 


provided by the Board of Transport Commissioners and to the 
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public, in order to make it possible for them to interpret 
and study and express their views on the various matters 
which are properly under consideration by the Board of 
Transport Commissioners, 

FINANCIAL AND STATISTICAL REPORTS 

AS we have already pointed out, one of the main 
Sources of difficulty in interpreting the present railway 
accounts is the lack of sufficient detailed information in 
the hands of the Board and those who are attempting to 
analyze railway results. Consequently, the question of the 
type of reports which the railways make to the Board and to 
the public, follows directly from the discussion of pre- 
Scribed standard accounting classifications. 

It is the view of this Government that the present 
published reports should therefore be reviewed with the 
objective of making available to the public of Canada, the 
detailed information which is necessary to a full disclosure 
of all facts relevant to the determination of the Level of 
freight rates to be charged in Canada. At the Same time, 
care should be taken to preserve the secrecy of any aspects 
of the companies operations which are not properly a subject 
of public information and to avoid the cost of a large 
amount of clerical work in preparing reports in unnecessary 
detail. 

Once an attempt is made to go beyond broad general 
objectives and criteria of this type, however, it becomes 
necessary to consider very detailed and Specific requirements 
as to the form and structure of these reports. We offer 
below, certain specific suggestions. ‘These Suggestions deal 
with matters which seem to our technical consultants to De OL 
particular importance in the light of their experience in the 
recent rate cases. The list is by no means intended to be 


exhaustive, but it does give some indication of the nature 
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and range of the information which, in their opinion, 
Should be available to the Board and the public. 
Our suggestions with respect to the ‘Annual 
Reports by the milways to the Board and to the Dominion 
Bureau of Statistics, are that they should:- 

1. Reveal as fully as possible, the results of railway 
operations during the period under the standard 

accounting system prescribed by primary accounts; 

2. Reveal changes in the different asset accounts 
during the period, and in the related reserve 
accounts; 

3. Reveal operating revenues, operating expenses and 
investment, in the major regims of Canada and the 
formulas which have been used to allocate those 

items which are not directly attributable to the 
service in any one region. 
THE CHAIRMAN: Q. What do you mean by the major 
regions of Canada? 

A. Eost and west. 

Oo aL see, 

A. That is all we are advocating. Someone else may 
want more detail. We do not see that it is particularly 
necessary to go beyond east and west. 

4, Include a Balance Sheet segregating rail and non- 

rail assets and their related reserve accounts; 

5. Include the data necessary to a more detailed 
study of traffic statistics particularly with 
respect to the volume of traffic moving under the 
various types of rates. 

6. Include the data necessary to a study of the rela- 
tive level of rates in the major areas of Canada; 

7. Include an annual inventory of assets in service, 


classified in such a manner as to reveal the 
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number ot years the various assets have Deen in 
service; 

8. Include a statement showing wherever possible, 
statistics of physical units such as rail placed, 
ties placed, man-hours of work performed, etc., 
in total and segregated between that chargeable to 
maintenance and that chargeable to capital, 

Our final suggestion in this regard is that there 
Should also be a system of monthly reports in a more con- 
densed and less detailed form, covering those records for 
which monthly figures are relevant. Wherever monthly 
reports are provided they should follow the same pattern 
as the annual reports. 

Now, 1t is obvious, of course, that figures of 
assets and investment and that sort of thing on a monthly 
basis would be useless, It is revenue and expenses where-~ 
ever they are applicable here that we would like to see 
included in the monthly reports, on the same pattern as 
the annual reports, so that it is possible to use the 
monthly reports as an indicator of how the annual results 
are likely to shape up. 

MR O'DONNELL: Q. Is not that monthly report 
being made now? 

A. Not in the same pattern as the annual. 

MR SHEPARD: Q. Will you carry on with Chapter XIf, 
Mr. Moffat? 

CHAPTER XII 
CONCLUS ION 

This final chapter is not intended as a summary 
of the vi.ews which were expressed in the body of this sub- 
Wieston; Rather, 1% 1s,our purpose to restate briefly our 
conceptiom of the problem of transportation as related to 


the functison of the Canadian railways. It is our view that 


E13 
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these functions are closely related to the stage of 
development in which Canada finds itself and that the 
nature of the problem has changed with the various stages 
of national development. 

In this submission we have attempted tc deal, 
in some detail, with those aspects of this problem which, 
in our view, require particular attention at this time. 

The problems which we have outlined are, of course, closely 
related to the present stage of Canadian development and to 
present conditions in Canada. As in the past, so in the 
future, the nature of these problems will undergo continuous 
change and any solutions attempted at this time will boeres 
fore inevitably require further review and amendment from 
time to time. Our suggestions are advanced with this 
thought in mind and with no intention that they should be 
interpreted as proposals which are intended to remove all 
future difficulties in Canadian transportation. 

It is obvious that the railways and others will 
wish to discuss before your Commission, a number of matters 
which are not covered in this submission. When such matters 
are raised, the Government of Manitoba proposes to give 
consideration to the suggestions made and to their probable 
effect upon Manitoba. We would, therefore, like to ask that 
we should have the right to make further representations to 
you regarding-any such suggestions. made in other briefs. 

MR SHEPARD: That concludes the Manitoba evidence 
in chief, Mr. Chairman. 

THE CHAIRMAN; Any questions? 

MR COVERT: Mr. Chairman, I have arranged with 
counsel as to the order, .and I understand that there will 
be several of the counsel for the provinces who have no 
questions to ask, and the order which has becon arranged is 


that Mr. Brazier will go first, and then I think Mr, Hume 
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has one matter to deal with; then they will be followed 
by Mr. Evans and Mr. O'Donnell. 


Mr. Brazier. 


MR BRAZIER: My questions, Mr. Chairman, will be 


very brief, just on one or two points. 


CROSS -EXAMINED BY MR BRAZIER: 

Q. Mr. Moffat, does the Government of the Province Oils 
Manitoba look upon the two transcontinental railway systems 
as national utilities or not? 

Aw | YOS:, 

Q@. You still are suggesting, though, that there 
Should be some breakdown into regions? 

A. That is correct, yes. 

Q. And, as I understood your answer to one of the 
Commissioners, you are now only advocating two major 
divisions, east and west? 

A. Well, we can see fairly strong arguments for going 
beyond that and for asking that the prairie regions. be 
handled on a separate basis, on the grounds thet the type of 
traffic there--- 

THE CHAIRMAN: Q. Where? 

A. The prairie regions; that the type of traffic 
there is--- 

MR BRAZIER: Q. By that what do you mean? You 
mean the Provinces of Alberta, Saskatchewan and Manitoba? 

Ae Down to the Head of the Lakes. The traffic in that 
region is reasonably homogeneous; the costs of it are 
reasonable homogeneous; the charges pass back to the same 
people, On the other hand, there is an argument for extend- 
ing the area substantially in both directions. There are 
certain commodities on which we feel that the west pays 


the whole transportation charge right through to Montreal; 


i rela me etry yh set 


5 one mura wot} ohh 


sar 


is fepoey 
,ae daa Ng 


ato eobeen . a So 


vanonalyan 


ied < sae qe rt 
i ate by 
i ‘, hin ta 


vita AG 


Rau 


at oie FS 


Eg fem hy ; Pent Les t 


a 


- 8835 - Mr. Moffat 


there are other cases where we think the west pays the 
whole transportation charge right through to Vancouver, 
the prairies pay the whole transportation cost right 
through to Vancouver. Consequently we had considerable 
discussion among ourselves, and the conclusion which we 
came to was that the most reasonable over-all request 


should be two regions. 


(Page 8836 follows) 
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Q. Now will you say quite definitely then that 
the Government of Manitoba is not suggesting that 
British Columbia be set up 3s 92 separate region again? 

A. No, we gre not making eny suggestion one way 
OF UNS Ouller’ 

THE CHAIRMAN: Mr. Brazier - "“sgain"? 

Mie ORACLE 9" Kein, yes Slr. 

A. We are not making any suggestion one way or the 
other and we sre not making eny suggestion as to how 
the railway keeps their eccounts. They can keep their 
accounts anywey they like. It is only for the purpose 
of calculating freight rates that we would like to see 
revenue and expenses in those two regions made available 
for public policy. How they keep the eccounts is no 
concern of ours. 

Q. You would not suggest levels of rates based 
on costs exclusively on British Columbia as against 
levels of rates based on costs in the Prairies? You see 
Mr. Moffat, I have in mind that at the time when the 
Mountain differential was removed the Government of 
Manitoba made 3 submission at thet time that they would 
not appeal that particular deciston.° They were going 
on to place it before the Royal Commission for considerat- 
ion. Has the Government of Manitoba receded from 
that decision now? 

A. There is 8 very substantial case for asking 
for it the other way, that the Prairies be handled on 
their own basis. The decision of the Government was 
thet at this time the policy of the public definitely 
would be that it seemed most practicsl and most reasonable 

- two divisions. That does not say that there is any 
committment that they won't change that position if 


they are faced by 2 specific problem, but their fundamental 
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request is that the regional profitability should be 
taken into consideration in setting the level of rates 
in Western Canada. 

MR.FRAWLEY: I think perhaps, Mr. chairman, I 
think it would be helpful if I brought this matter to 
the attention of the Commission, a matter of which they 
are perhaps well aware. Mr. Moffat has been associating 
the Provnce of Alberta and the Province of Saskatchewan 
with the Province of Manitoba in referxing to that 
area as the Prairie Region in contra -+distinction to 
British Columbia on which my friend Mr. Brazier spoke. 
I want it on the record that the Province of Alberta 
very strongly supported Manitoba in the removal of the 
Pacific region. 

THE CHAIRMAN: I don't think Mr. Moffat had 
finished answering the question. 

MR. BRAZIER: Would you care to answer it again? 
Perhaps the reporter would read it out? 

(Reporter reads back previous question) 

THE CHAIRMAN: The question you were asked was 
whether the Province of Manitoba would continue to take 
the same position about the removal of the Mountain 
differential. I have not heard Mr. Moffat answer. 
Perhaps he cannot answer that. 

THE WITNESS: No, on that point the instructions 
that we have are along these lines, that the submission 
eaves the effect that we think it is a sound principle 
that no region should pay its own costs. We still 
think it is a sound principle that no region should pay 
its own costs and that British Columbia should pay rates 
which reasonably reflect costs in the British Columbia 
region, 7 


Q@. Where does that lead you? 
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Rey CLE coming on to that - but there is 
some evidence and I had some indication given here 
yesterday, that Transcontinental rates and rates of 
that sort have been the rates in British Columbia, and 
thet if it appears that the total revenue being collected 
in British Columbia from those sources is offsetting 
the revenue which is being deducted as a result of the 
removal of the mountain differential, the total of 
revenue being received in British Columbia is not affected 
by the totel overall effect of the removal of the 
mountain differential and these other adjustments. If 
thet is so, the basic principle is being satisfied, and 
that being the case, we are not instructed to raise the 
mountain differential issue specifically before this 
Commission. 

MR. BRAZIER: You are reserving to yourselves the 
right at any time, , if you are not satisfied by the 
contribution made by British Columbia to the overall 
revenue of the railways, to suggest" ° once again 
that it be imposed? 

A, We are reserving the right to raise anything 
at any time. We are not ccCmmitting ourselves. The 
Government is not prepared1 to commit snybody for the 
fucure, 

COMMISSIONER ANGUS: At the present time you are 
proposing the division of Canada into two regions? 

Ae Ist is correct: 

Q@. Are those two regions the prairies: and the 

west Orit 
West, OF is it everything /of a certain/and everything 
east of 2 certain point? 

A. Everything west of a certain point and everything 
east of a certain point. 


Q. So that you include British Columbia with the 
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A. Yes, thet is the province's suggestion here. 

MR. FRAWLEY: That is the lew at the moment there. 

MR. BRAZIER: I think you are familiar with the 
difficulty which srises when you attempt to bresk down 
costs and revenue between various regions to determine 
whether or not they sre making a fair contribution? 

A. That is the point that Professor Innis raises, 
yes. 

COMMISSIONER INNIS: No, I was just going to push 
your question a litle bit further. You were intimating 
that it was difficult to decide what was in all cases 
the extent to which the west paid the cost on commodities. 
In some cases they paid the cost moving east and in 
some cases moving west. Now you have not developed that 
in any extensive fashion or to any extent which would 
weaken your position with regard to theSerather carefully 
worked out tables? 

A. Oh those tables - it was carefully indicated 
tf that those tables were only an approximation, They 

certainly do not in any way reflect the traffic which 
the west passed and the east passed. They reflect the 
traffic which goes. over lines which sre geographically 
located in the west and in the east. 

Q. But you made no attempt in your analysis to 
indicate by another approach - by a general economic 
analysis? 

A. No, we made no attempt to do that. It is 
certainly the sort of thing we would like very much to 
have but how to go sbout it is something we have not made 
any progress on. 

THE CHAIRMAN: And you are not making any assumptions 
fo) oe re 
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Q. You ere not assuming that everyone in the 
west is paying more than its value or less? 

A. No, all we are saying is with respect to the 
lines of railway which are geographically located in 
the west and in the east this is the revenue and this 
is the expenses. Whether that is paid by the east or 
the west - I think in a particular item in Premier 
C.mpbell's brief the point is made that there is a very 
substantial part of traffic over lines located in the 
east which we pay, particularly the grain traffic, and 
on farm products going down into Montreal and Toronto. 

MR. BRAZIER: Now, Mr. Moffat, let us start with 
the division then of the structure as between east and 
west. The whole basis of your submission is your using 
the Canadian Pacific Reilway as the criterion for 
Judgment of profitability. Is that correct? 

A. Well, there are two aspects of that. As far 
as the totsl return to the Company as a whole, in 
principle we are asking for the €.P.R. to be used as 4 
yerdstick. So far as the regional comparison is concerned, 
we have used the C.P.R. because we have C.P.R. figures 
available. 

Q. What would be the answer to it if, say, the 
C.P.R. was making more profit in the west than they were 
in the east but the case of the C.N.R. was just . ’eversed, 
that they were making more in the east than they were 
in the west. How would you determine whether or not there 
Should be some difference in the level of rates? 

A. Nobody is suggesting any difference in the level 
of rates. 

THE CHAIRMAN: You mean difference between the 
east and the west as between railways? 


MR. BRAZIER: Yes. 
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A. We are not suggesting eny difference; we are 
Suggesting that the two rates should be equal in the two 
areas regardless of cost. 

Q. But I think you say they should be Be ual except 
where the costs are different. Now, looking at Chapter 1X 
where you quote Premier Campbell's statement: 

"It is our submission that it should be 

a fundamental principle of the Canadian 

Roilway freight rate structure that freight 

rates cherged for the same traffic over the 

Same distance should be equal, except where 

costs, competition, the needs of national 

development or other circumstances require 

some deviation from that principle." 

A. Well, costs and competition in relation to 
rate. That is a competitive rate situation. That is not 
on a basis of costs by regions; that is competitive 
rates. 

Q. You sre not speaking there of any general 
level of rates? | 

A. No, that is particular rates in that context. 

Q. Now you say that we should start with a 
general equality of rates? 

Ay Tet Le COPLeC ti. 

Q. What would be your basis for the establishment 
of those equal rates? Would you take the highest rate 
in the category today or the lowest one or would you take 
a rate in between? 

A. What we have suggested here is the present 
level of town tsriffs in Eastern Canada with some adjust- 
ment as to the rates of the taper, but the general 
level to be the town tariff level. 


Q. That is to be the lower rates? 
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A. That would be the standard class rate 
structure across Canada. 

Q. Well, would you apply this equality to start 
with to commodity rates too? 

A. Well, the suggestion is that so far as the 
present ten classes, that should be done on the basis of 
establishing them ell at the present town tariffs, that 
there then should be other classes put in, lower than tenth, 
and that the commodity mileage rates and wherever there is 
a fairly substantial structure to a special rate, should 
be brought on to whatever class rate is corresponding to 
the present rate level for that particular commodity. 

Q. That would not give you an equality of rates 
in Canada to start with. You are familiar with the great 
volume of traffic that moves on straight commodity rates 

rates? 
as against class 

A. No, there is no advocating that all rates should 
be equal; it is only advocating that rates should be 
equal where there is no difference in the nature of the 
traffic, where the conditions sre absolutely similar and 
where there is no competition or difference of cost by 
those things you quoted a minute ago andWhich do not 
justify deviation from equality or a particular rate. 

Q. Well, presuming that there was that equality 
of situation so far as some commodity was concerned which 
moves at different commodity rates in different parts of 
Cenada, are you suggesting that they should be made equal? 

A. I don't know of any product that moves on 3 
different commodity rate in one part of Canada than in 
enother pert, 

Q. I don't think of any specific one at the 
moment. 


A. Iam sorry. There are plenty of places where 
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commodity rates ore different. I thought you said class 
rates. 

Q. Then I understand you are not suggesting the 
equalization of those rates subject to these deviations? 

A. Where there ere comparable conditions, yes, but 
where there ere special factors like the ones you enumerated 
there, competition costs and the needs of national develop- 
ment, you may heve devistion, yes. 

THE CHAIRMAN: Well, you told me this morning you would 
re-classify that kind of rate, give it a number? 

A. That is correct, wherever you were putting it on 
a2 standard uniform rate across Caonada that would go on as 
a classified rate and go in 3s a rate classification. 

Q. In that case, it could never be increased? 

A. Except by direct authority of the Board - that 
Loerie. 

MR...BRAZIER: In Chapter 1X, Mr. Moffat, you give the 
criteria for departure from equality and in speaking of 
competitive rates you quote the criterias set forth by | 
Mr. Walker of the Canedian Pacific Rsilway. There are 
two criterias that you lay down for judgment on competitive 
rates. It is page 3. 

A. Yes, I know the peges you sre referring to. 

Q. And you ere satisfied that those are the two 
criterias for the judgment of competitive rates? 

A. Yes, although you will find that where we deal 
with transcontinental rates we put those same two in and 
there was a third one added. 

Q. That is what I was coming to, Mr. Moffat, but the 
transcontinental rates sre competitive rates, are they 
not? 

Aa YES. 


Q. Water competitive rates? 
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A. I am afraid we will have to plead guilty to 
that one. The criteria should be exactly the samc,yes. 

Q. And you are satisfied at the present time there 
is active competition which justified the railways -- 

JV ep DO's ok OM NOt »Lsity 

Q. Do you read the Montreal Gazette at all, Mr. 
Moffat? 

A. Is this the ship that has come in again? 

MR. COVERT: Are you going to mark that 1s an 
exhib ies 

MR eABPRAGLER Ss 4 Coukd vi juso hand, this ‘to you, Mr. 
Moffat, to probably have a look at it, and satisfy 
yourself? 

MRa (eR oWUBY thaousnaveiya free copy.) Mr o Brazier? 

MR. BRAGZIER: . Yes. ~ It shows that there is a ship 
leaving Montreal about November 20th for Vancouver and 
Victoria with a call at Los Angeles. 

THE CHAIRMAN: Is it a Canadian Pacific or Cansdian 
National? 

MR. BREZIER¢. a am afraide IT don/ts know, sic. Frankly; 
Mr.Moffat, you are satisfied are you not, that there 
is actually competition there? 

A. No, I don't know. enough about the situation to 
give you a comment one way or the other seriously. What 
we are suggesting here is that the most reasonable 
starting point should be the American rates and -- 

THE CHAIRMAN: Should be what? 

A. The American rates from the eastern United States 
to Seattle, that that should be the starting point and 
from there on there should be a very careful study by the 
interested parties as to what deviations from that should 
be" putinto effect. 

MR. BRAZIER: Why do you suggest that as a standard? 


We do not use “merican rates for determining any other 
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competitive rates in Canada? 

A. No, but in that case the rate they are charging 
presumably is competitive with the same traffic, namely, 
from the East Coast to the West Coast and if they geal 
that is the rate they need to meet the competition, the 
competition must be practically the same on the Canadien 
sides 

Q. But it is esentially water competition they 
are meeting there. 

A. Yes, both the Canadian end American, 

Q. But if there was no water competition so far as 
the States is concerned but there was water competition 
as far as Canada was concerned, do you still think they 
should be able to meet the Canadian shipping competition? 

A. Yes, that would make a reasonable place to start 
from. 

Q. And those are the competitive rates that they 
should meet? 

A. That’ is correct ;"yes. 

Q. In your brief in several places you speak of out- 
of-pocket cost, that competitive rates should not go below 
out-of-pocket costs. Would you tell me what you have in 
mind by “out-of-pocket costs"? I make this remark before 
you answer it, Mr. Moffat, that I suggest that there is 
3 very substential difference between short term out-of- 
pocket costs and long term out-of-pocket costs? 

A. And between the out-of-pocket cost for an individual 
commodity and the out-of-pocket cost for a group of 
commodities of a particular type. 

Q. When you say the competitive rate should not 
be below the out-of-pocket cost plus a little bit more, 


what kind of out-of-pocket costs are you speaking of? 
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A. Well, it will depend on what you are dealing with, 
If you are dealing with - take your example, the trans- 
continental rates. When you sre dealing with the trans- 
continental rates - 

Q. Are you going to set up a different standard for 
the transcontinental? 

A. No, the same standard applies, the same test as for 
any other competitive rate, but you have there ae very 
substantial volume of traffic over a fairly long period in 
which case you ere forced to take into account some of the 
long run out-of-pocket costs, which mean that you get a higher 
out-of-pocket cost for traffic of that sort than you would 
get if you were dealing only with an individusal commodity on 
an individual heul. 

Q. And you ere referring in your brief to both kinds, 
wherever it happens to fit the occasion? 

A. That is correct, that is an administrative decision 
that has to be made from time to time. 

Q@. You would leave that up to the Board of rensport 
Commissioners? 

Fem GS 

Q. Now, reference is made in your brief to the fact 
that about 80 % of the railway operating expenses are now 
variable with the traffic? 

A. The brief does not admit that; the brief says that 
thet is whet the railways contend end if that is true, such 
and such is the consequences, 

THE CHAIRMAN: I didn't quite catch the proposition that 
yeu set up there. 

MR. BRAZIER: I made the suggestion that they had 
stated in their brief that 80% of railway operating expenses 
today are varioble with traffic and there are only 20% that 


are fixed regulations of traffic. Mr. Moffat has pointed 
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out that they are just quoting railways there. They 
are not edmitting the 80%. 

THE CHAIRMAN: The railways say that? 

Mae asics 

MR. BRAZIER: From your studies on transportation, 
Mr. Moffat, have you come to the conelusion that the 
variable part of railway expenses in Canada has been 
increasingly larger? 

A. Yes, than it was ten or fifteen years ago, yes. 

Q. Now whet does that suggest to you? 

A. It suggests 6 lot of things. 

Q. As to the use of the railway? 

Av ULtG might suggest. 4 lot of things. 

Q. Would it suggest that the railways today are 
operating more closely to capacity than they were before? 

be Ol Ver. 

Q. And .as the use of the railway becomes more 
intensified, the amount of the variable costs will increase. 
ts that correct? 

A. Not only the amount of the variable cost but 
the percentage of the variable cost forming the total 
will increase, yes. We made that point rather heavily 
in one section of the brief in the Chapter, "All Rates 
As Related to Distance" I believe. I think it was in that 
chapter we had s discussion on that very point. 

Q. In your section on transcontinental rates, going 
back to that for 8s moment - 

THE CHAIRMAN: Yes - "Rates as Related to Distance” 

A, Yes, in that chapter there is a discussion of 
that point. 

MR. BRAZIER: In your section on transcontinental 
rates you start with a long quotation from Premier Campbell 


and I direct your attention particulary to the second 
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sentence where it says: 

"We are all familiar with the centralization of 

industry in the EsstemProvinces and the fluc- 

tuations in the Prairie economy resulting from 

its predominant dependence on one major industry, 

agriculture" 

THE CHAIRMAN: Whst page is that? 

MR. McLEAN: |. Pege lel. 

A. Yes, I see the sentence. 

MR. BRAZIER: And then, going on you say: 

"It is our strong conviction that certain 

features of the freight rate structure have 

acted in no small way to slow down the develop- 

ment of 3 potentially large field of industrial 

activity in the Prairies. In’ particular, the 
so-called transcontinental rates, have, in 

our view given Eastern Canada and the Vancouver 

area an unjustified edvantage which is not 

available to manufacturers and distributors in 

Winnipeg." 

Now, would you tell me what is meant by 
"on unjustified advantage"? 

A. Rates from Toronto to Montreal to Vancouver and 
in the reverse direction which are lower than rates from 
Winnipeg to either of those points, particularly in the 
past. As in so many of these other things, the Situation 
has been steadily emphasized because the trans- 
continental rates have been increased. 

Q. Did those transcontinental rates, so far as you 
know, always meet the criteria which you laid down for 
competitive rates? 
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Q@. Have you any evidence of the fact thet they did 
not? 

A, We only have the evidence of the fact that they 
were - I can't quote a precise figure, but they were 
very substantially below the general average of rates at 
a time when it was advocated by the railways that something 
like 70% or 80% of their expenses were varisble with 
traffic. The conclusion that follows divectiy trom that 
is that if that traffic had been dropped, the railways 
would have saved expenses greater than the revenue which 
they would have lost. That does not mean a Suggestion that 
vheyyshoula*drop ats it te .4 Suggestion that they should raise 
the rates and that probably they would continue to get 
just the same volume of traffic. 

Q. Now, is it not a fact, Mr. Moffat, that in these 
particular low rates which you speak about, there was 
a car loading required on the transcontinental rate which 
was not at all present in the rates to Winnipeg? 

A. In some cases, yes. 

Q@. Well, we have always heard of the famous canned 
goods example. 

A, Almost as famous as the ship. 

Q. Your rate was based on a 20,000 pound car and 
the Vancouver rate was based on an 80,000 or 90,000 pound 
car? 

A. But, as far as the consumer wes concerned, he 
was paying so much for a can of peas or so much DerIcese, 
as the situation worked out. 

Q. But aren't there other factors that offset that? 
The wholesaler in Vancouver was required to finance a much 
larger purchase, he had to pay heavier storage charges? 

A. There were those factors on the other side, yes. 


THE CHAIRMAN: Do you. say that these transcontinental 
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rates are not only unnecessarily low but they ere so 
low that they operate st a loss? 

A. Not now sir, but there seems to be evidence 
that they were at that stage up to a couple of years ago. 

Q. Do you still say thet they ere unnecessarily 
low? 

A. Well, as I pointed out yesterday, I have not been 
able to get a good story 2s to what has happened to those 
rates. The indication is that they ere now up on a level 
that seems to be reasonably sat&isfactory, but I have not 
been able to get a complete story as to what has happened 
to them. 

MR. BRAZIER: Do you think, Mr. Moffat, you could 
give us by further reference another example of rates 
in the past which have not met the ae which you have 
laid down? 

ewer can't quote any individual case; nos, I have 
no access to Canadian Pacific or Canadian National records 
or to any formula that would precisely work it out in 
dollars and cents, no. 

Gaw Could L put 10 this way then, that you are trying 
to make an independent guess at what the situation was? 

implnet lis correct. 

Qe, Now,it.is.true;.uMr, Moffat, that the Province 
of Manitoba benefits in many of those rates by water 
competition to Fort William? 

See VeELYeMuene SOG), Vesiu 

Q. So British Columbia iis not the only area that 
has the benefit of that water competition? 

Agovioy, nob.ob..ai1. 

MR. HUME: Mr. Moffst, you have been kind enough to 
get some figures as to the registrations of trucks in 


your province to put into the record for the information 
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of the Commission and I would esk you to tell me first of 
alieror the yoor 1940, you have 2 classification “P.s:v;" 
=- public service vehicles? 

Aa) chao Le. COPrecu, VEs. 

Q. And is that a vehicle cerrying goods for hire 
between cities? 

A. Between cities or between the small towns and 
cities... It 18 like common carrier trucks. 

Q@. And how meny of these were there in 1948? 

A. 789 licensed in Manitoba. 

@. You mean 789 actually licensed - 789 vehicles? 

A. 2 expect it is the same thing... This record is ‘of 
the number of licenses issued; I presume it is one for 
each truck, There might be a slight deviation. 

Qui Then you have a classification wit. which ise 
for hire vehicle which is confined to municipalities but may 
go within 15 miles of the municipality? 

A. Yes, in order to get a T license the owner designates 
his base of operations and is allowed to carry his own 
products or products for hire within a 15 mile radius. 

Q. Of what? 

A. Of the base of operation which he designates. 

Q . That is not necessarily then a municipality; it 
mey be outside a municipality? 

As I. aminot sure. 

THE CHAIRMAN: Are these regulations not published? 

Are they not in printed form somewhere? 

MR. HUME: They have not been put into the record of 
these hearings. 

MR. COVERT: We could get them, 

THE CHAIRMAN: Would not thet be much more satisfactory? 

MR. SHEPARD: I think, Mr, Chairmen, that the Commission 


Counsel got certain information when they were in Winnipeg. 
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It was not put in the record and I understand Mr. Hume's 
questions were for the purpose of getting the figures on 
trucks and various carriers, 

THE CHAIRMAN: But if the printed regulations were 
before us setting out the rates and so on, then it would 
be more convenient to analyse them by Mr. Moffat's explanat- 
ion but he is just speaking in a void now. 

MR. COVERT: I understand, Mr. Chairman, it will only 
take five minutes to get some figures before the Commission 
about the number of trucks and roughly the area of their 
operation, That is all we want to hear now. 

THE CHAIRMAN: We do not seem to be getting it with 


any certainty. Mr. Hume wants to know whether there is 9 


a 
ae on some of the trucks and Mp. Moffat 


municipal 
does not know. 

A. No, I do know the number of trucks with T licenses 
and I know that the T license limits them to 15 miles, but 
ft am not sure if it is 15 miles from the border of 3 city 
or Themeentre sof. a city. 

MR. HUME: How many of those trucks sre licensed that 
way - with T licenses? 

Angin 1948), 13,500, 

Q. Then you have a classification "C.T." which is a 
commercial vehicle but does not operate for hire, privately 
owned? 

Ain, «Gs 

Q. And how many of those? 

A. In 1948, 1556. 

Q@. And then you have lastly an "F.T."- 9 farm truck? 

Agpethateatserbensg,, 

Q. It would carry goods for hire? 

A. Not legally. 


Q. How many of those have you got? 
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Pon Sil, 

Q. Thank you very much, Now then, one last figure. 
You have some figures as to the number of Manitoba trucks 
that are included in internationsl and interprovinciel 
traffic, have you not? 

A, We have a number of public service vehicle 
licenses issued in Manitoba to vehicles operating outside 
the borders. The total is 73. 

THE CHAIRMAN: Outside the border of Manitoba? 

Raa teoreur, 

Q. Either in Canada or in the United States? 

AY eves “str, 

Qi 3S? 

Ay (yeersir, 

Q. Have the Canadian Pacific R@ilway some of those? 
An [D right in that? 

A. Some of those, I would expect are C.P.R, 

MR. SINCLAIR: That is correct, there are some Canadian 
Peceric, 

THE CHAIRMAN: How many? 

MR. SINCLAIR: I would say two or three but I wonder 
if that figure included trans-shipped licenses at the 
boundary? 

A. The information I have is that those were the P.S.V. 
vehicles operating into Saskatchewan or Ontario or the 
United States, and one point I should make clear is that I 
rather suspect that this also includes buses, I would not 
be too sure of that. 

MR, HUME: My instruction or information was that there 
were 34 such vehicles.. Your figure of 73 would indicate 
that there might be buses included in that figure. Is that 
Correct. 7 

AG SEB 

The Commission adjourned at 1 P.M. to resume 
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OTTAWA, ONTARIO. 
Wednesday, November 16th, 1949, 


LET LPN COLON | SPO LON 

R. E. MOFFAT - Recalled 

CROSS-EXAMINATION BY MR EVANS: 

Q. Mr. Moffat, before dealing specifically with 
your brief I would like to put one or two questions to you 
and get your answers, on matters connected with what you 
gave in chief as the philosophy of your brief. The first 
of those questions is this: Supposing that the executive 
arm of the Government should maintain a power to decide 
differently than the Boards if that’ should’ result me I am 
not asking you to agree whether it would result -- if it 
should result in a tendency to the socialization of the 
Brevn tere So ined railway, which would you prefer? 

A. What are the two alternatives? 

Q@. The alternative is,'1f -- and I am not asking you 
to agree whether it would os if it would result in a 
tendency to socialize the Canadian Pacific, would you 
reject your proposal to give these powers ts Government 
over the Board, or would you choose, what you say is 
desirable, that the Canadian Pacific should remain a 
privately-owned enterprise? 

A. It would depend entirely on how far the tendency 
was going. 

Q@. Well, let us suppose the tendency was clear, 
that it would result in the socialization of the Canadian 
Pacific, would you choose the socialization of the 
Canadian Pacific to the other alternative, that the 
C.P.R. should remain a privately-owned enterprise? 

A. You mean by socialization, nationalizztion, 
taking. over completely? 

es ALP ST ent. 

A. Well, the answer definitely is that the -- it is 
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stated right in the brief, opposition to taking over the 
C.P.R. at the present time, under present conditions. 

Q. It is not opposition; what I am putting to you 
is, is that opposition sufficient to overcome your desire 
for the character of control which your proposal has as its 
basic concept? 

Wek GO not see how L can answer that question.» It 
isa queseuion of degree,° Certainly the basic position is 
opposition to complete taking over of the C.P.R.; there is 
no question of that. On the other hand, the position is 
that there should be an increasing amount of social con- 
trol of certain aspects of railway operation and railway 
Pave Structure -and’ that'’sore of thing. Lido not: thinklit 
is possible to give an answer categorically to either of 
the extremes. 

THE CHAIRMAN: Pardon me; let me understand this 
myself. Are you referring now to the proposed extension 
Of the powers of the Board, or to the proposed extension, 
the more frequent use of the Government as intcrvening with 
the Board and directing the Board? Which do you mcan? 

MR EVANS: I am referring to the extension of the 
powers of Government to interfere with decisions of the 
Board. 

THE CHAIRMAN: That is in the printed copy of the 
Manitoba submission, on pages 55 and 56. 

MR EVANS?) “Yes5> there? hasbeen ay lot of discus-= 
sion--- 

| THE CHAIRMAN: The heading, though, is, "The 
Board Should be Considered a Policy-Making Body." 

MR EVANS: Yes. I want to get his philosophy, 
as to whether if he had a flat choice he would prefer the 
One To mherotner’s 


Q. Would you care to answer that question? 
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A. Well, personally, if you want a personal opinion, © 
it is in favour of private enterprise wherever possible. 
As far as instructions from Government are concerned, I 
have no instructions. on whe, extreme, choices,either way. 

Q.' So, that if it came to a choice, your personal 
choice would be for the private enterprise aspect of the 
question? 

Pe eto 

Q. Now I want to put the second question: If as a 
result of the proposals you make the Canadian Pacific 
could not earn sufficient return to maintain itsclf as a 
private enterprise, would you also choose the alternative 
that the Canadian Pacific should be allowed to earn suffi- 
ecient to maintain itself rather than to pursue the 
proposals which you make as to the interference by Govern- 
ment in the activity of the Board? 

A. Well, I think that was perfectly clear in the 
brief, that the railways -- and by that, since the C.P.R. 
is the yardstick, it really means the C.P.R. -- must have 
an opportunity to earn sufficient income to pay its ex- 
penses and continue to operate as a, private enterprise. 

Q@. dust so that there may be no misunderstanding be- 
tween us, your choice in that case would be the choice 
that the Canadian Pacific should have adequate income? 

Amo Yes. 

Q. Now then, you were asked yesterday to say whether 
you had any views as to what that adequate income should 
be, and your answer as I put it down was that you had not 
any specific suggestions to make? 

fo That is correct. 

Q. I would like to pursue that with you. Could we 
agree on this, that a private enterprise must normally 


finance by getting money, through the issue of securities, 
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from the public? 
A. Normally? 
Q. Namally. 


A. Yes, I suppose normally. There are other methods 


~ 


available, but that is--- 

Q. Well, I am talking about new money. I sce your 
point, that you may have depreciation moneys in mind and 
so on, but I am speaking about new money; normally it 
finances by the issue of securities? 

A. f&nd the plowing back of earnings. 

Qs Surplus? 

AW. Yes. 

Q. I am talking about new money. Now then, do you 
agree that private enterprise has to be able to provide a 
sufficiently attractive return in order that it should be 
able to raise that new money by the sale of securities? 

A. Well, that is exactly the point that was dealt 
WLth in the: brief. 

Q. Can't you answer me that? 

A. In these terms, that it might be that the choice 
would be between providing that level of income which would 
make 1t possible for the railways to do that, and carrying 
with it a level of rates which the country did not feel. 1% 
could support. That might be one choice. The altcrnative 
might be some other method of financing which would not be 
available to an.ordinary corporation. After all, the 
C.P.R. is not an ordinary corporation. 

THE CHAIRMAN: Q. Available to what? 

A. To an ordinary corporation, 

Q. An ordinary corporation? 

A. After all, the C.P.R. is not.an ordinary corpora- 
tion; the CPLR) is one of ‘the very foundations of the 


Canadian economic organization. It is not an ordinary cor- 
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poration; that is the point. 

MR EVANS: Q. Ido not want to explore this too 
much at the moment, because I am merely having an intro- 
ductory discussion with you, but I would like to follow 
you up on this. If your alternative involves Government 
loans or Government guarantees for a large capital pro- 
gramme, does it not follow that the ideeper the Government 
gets into the Canadian Pacific the greater the threat to 
the Canadian Pacific remaining as a private enterprise? 

A. (PYSS 3, 1Certainily, 

Q. So that, since you have preferred that the 
Canadian Pacific remain a private enterprise, I gather you 
would agree that that is something to be avoided? 

A. Yes, but you always have to consider whether the 
alternative offers a more serious threat. 

Q.- Now then, I gather that the basis upon which you 
say the Canadian Pacific might have to resort to this 
thing which you agree is dangerous, is that the public may 
be unable to pay the rates or the level of rates which are 

charged; is that the point you made? 
Yes. It might go a bit farther; it might not only 
be unable, but possibly unwilling. 

Q. Unwilling? 

Be) Pes": 

Q. Well, that gets into public opinion 2 

A. ¢ That its-right., 

Q. So that then what we get down to is this, that if 
the Board should find that a level of rates of X is re- 
quired to produce this return, and the Government has the 
power to say that public opinion believes that the rate of 
X or the level of rates of X is too high, the Government 
would then instruct the Board to raise the rates to X minus 


XY, say? 
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Hehe YOs 

4. And then you would have the alternative, which 
you abhor, that somebody would have to provide the addi- 
tional money, and that could only be the Government, by 
loan or guarantee ? 

Ae §6YCS. py athav As trues that te the logical result. 

&. Then what your philosophy gets down to is that 
the question as to whether or not the Canadian Pacific 
Shall remain as a private enterprise is boiled out to a 
matter of public opinion? 

A. Yes, any--- 

Q. As that public opinion may exist et the time? 

4. That is true; in any democracy that is where you 
get to, yes. 

Q. So that, despite what you and I think, you want 
to give public opinion, through the exercise of power to be 
imposed by Government and the Board, the right at any time 
to say, "We will take Steps leading to the socialization 
ofthe Copper. 7) 

A. I do not think there is a question of giving them 
that power. The Government always has that power in a 
democracy. 

Q. The Government? 

Ao es | 

Q. Or Parliament? 

A. Well, Government controlling Parliament as it does 
at the present time, there is not much distinction, 

Q. Now, one further question along that line, as to 
the basis upon which you should measure the adequacy of the 
return. The Province of Manitoba is firmly against any 
increase in the last two cases? 

A. In the last two cases? 


Q. Any increases in the last two cases? 
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A. No, I would not state the position in tcrms of 
being firmly against any increase. 

THE CHAIRMAN: Pardon me? “dia not the Province 
take that position in those two cases? 

MR EVANS: I think they did, sir. 

THE CHAIRMAN: Well, it is a question of what 
they did, not what they would do. 

MR EVANS:* Ivhoped that I put the question that 
Way; 22 2 O20 "nov, -l°meant vo, 

THE CHAIRMAN: The witness answers that he does 
not think the Province would. 

THE WITNESS: No, I intended to say "did", sir; 
I may have said "would"; I intended to say "did"; I 
could not quote the precise wording of the position, but 
basically what it was reduced to was that they were of 
the opinion that the present level of rates wes suffi- 
clently high to make it possible for the C.P.R. to cover 
costs and continue as a private enterprise. It was not 
flat opposition to an increase. 

MR EVANS: Q. .I am talking about the fact; in 
the last two cases the Province of Manitoba has been 
resolutely opposed to any increase whatever? 

MR McLEAN: Because we did not think need was 
proved by the ‘evidei te; 

MR EVANS: I just want to get this clear; 

WY. "Anais “that still their view? 

ie niece 

Q. Now, if you will turn to Chapter I, page 7, of 
your brief -- and this will be found at page 47 of the 
printed brief -- you say: 

"This means that in Canada, railways cannot be re- 

garded merely as business enterprises which are 


entitled to maximize their profits by applying 
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Strictly business principles without regard to 

regional needs, or national policy." 

Now, I suppose that, since your position is that you would 
avoid the socialization of the Canadian Pacific, what 
ultimately would be required if there were financial 
difficulty would be a subsidy? 

A. No. 

Q. Well, then perhaps I have misunderstood you. You 
Say that in certain circumstances they should not be 
treated as business enterprises, and that if more money 
is needed concern must be given to public Opinion, as to 
whether they can pay, and matters of national policy? 

Nene tes 

Q. Now then, let us assume that it is clearly shown 
that a need for money exists, and your public opinion has 
persuaded the Government that they cannot afford to pay 
the increase necessary; does it follow in your view that a 
Subsidy is to be paid to the Canadian Pacific to make up 
whatever deficiency there may be? 

A. If those two conditions exist, yes; but it does 
not necessarily follow that those two conditions are in 
existence at the present time or will be in any reasonably 
near future. 

Q. I did not ask. you ee 

A. I understood the first question to be in terms 
of present; that is why I answered no in the first place. 

Q@. I think we are clear on it. 

Roa. .e8.. 

Q. We are not thinking in terms of a specific case; 
it is a hypothetical case we are talking about. 

THE CHAIRMAN: Mr. Evans, you are talking of 
year-to-year deficits or whatever the case may be? 


MR EVANS: I had not differentiated. 
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THE CHAIRMAN: Have you left the capital ques- 
tion? I see that at the bottom of page 102 and the top 
of page 103 it is suggested that capital assistance be 
given by the Government; is that what you arc talking of? 

MR EVANS: No; I am talking about the need for 
current revenue, and I think the witness has said that 
in the hypothetical case I put to fim there might have 
to be a Government subsidy. 

Qs Am I correct in that? 

A. Yes; in the hypothetical case, yes. 

Q. Now then, when the Government was determining 
the amount of the subsidy, what would the formule be 
under which the amount of the Subsidy would be determined? 

A. Well, that would bring you into exactly the ame | 
considerations that you would be involved in in an attempt 
to decide on what net revenue was required. It would be 
two aspects of the same problem. 

Qe, Weal, Would that be for ithe, Board? 

A. LG would be; as in all) these other decisions, for 
the Board, subject to directions es to the line of pe cy 
within the statute. 

Q. Andthose directions, as you have told me, would 
depend on popular opinion? 

Depend upon Government decision as to what was in 
the best interests of the country, yes. 

THE CHAIRMAN; Prrdon me; do'you mean directions 
by the Government to the Board as to how they should pro- 
ceed about planning out what the revenue of the railway is? 

A. Well, not so much on the revenue side as on the 
expense cide, 

Q@. The question was, how would the necessity be 
ascertained? How would the railway's need for money be 


ascertained? 
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A. Well, it would involve the.whole problem of 
estimating revenues. 
Q. By whom? 
A. By the Board, subject--- 
Q.- You said subject to the direction of the Government? 
A. Subject to direction of Government as to the policy, 
if it was considered necessary to give policy direction on 
particular points, that this or that matter should be dealt 
with in a certain way. 
MR EVANS: Q. Now, if you will look at pege 2 of 
Chapter 2, which is I should think about halfway down page 
50 of the printed pede eaa 
THE CHAIRMAN: Q. May I interject here: Would you 
make any comparison, any contrast, between what you have in 
mind and what occurs annually with the Canadian National 
Railways? 
A. Well, as a matter of fact, the view is expressed 
at one point in the brief here that under present conditions 
we can see no need for a subsidy. 
Qe No, no,. but. ins case conditions change, you see? 
Well, to express an opinion on that would be purely 
a personal opinion; it is not anything on which we have any 
instructions to state Government policy. 
2. Well, are you not qualified to give us a personal 
opinion? 
A. I don't know on that question. 
THE CHAIRMAN: Well, excuse més) Mr. Evans. 
MMR EVANS: Q. Now if you will turn to page 2 of 
Chapter 2, which is part of page 50 of the printed brief, 
this statement appears: 
"In other words, the competitive operation of market 
forces becomes a regulator on which the public relies 


for its protection against any attempt by the producers 
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or sellers of the service to take advantage of their 

Strategic bargaining position." 

Now then, it is implicit in that that competition is a 
regulator 

Akg YES 

AQ. and it operates in protection of the public against 
abuses? 

A. Wherever competition exists, yes. 

Q. So that competition, if it were present in the 
optimum degree, might be relied upon to prevent the public 
against high rates; it might not against discrimination, 
and that sort of thing, but speaking of high retes? 

AA, Yes j»4 Lf) dtwexisted: 

Q., if it existed? 

q Bos eS 

Q...-1I did not.ask you to go any further than that. 

Now then, I think you will agree with me this far, that 
there is a greater degree of competition with railroads 
estas than there ever has been in the past? 

As In Some aspects of the operation,.yes, but. not in 
a very big majority of railway traffic. 

Q, Now, all i iam asking yousto .say.isuthatuit is 
greater to-day than it has been in the past at any time? 

Possibly. I would not want to be to> sure on that, 
because you did have a time when water competition was much 
more important than it is to-day. On the other hand you 
have truck competition, which is more important than it used 
to be, in another field, and you have air transportation, 
which is more important in another field. So you have the 
two fields where competition has increased and sne where it 
has decreased. Possibly the over-all effect is more com- 
patitiont 


Q. More than possibly; it is a well-known fact, isn't 
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it, Mr. Moffat? 

Avs NOS 

Q. You would not concede that? 

A. No, not over all, because the majority of the 
products, the competitive factor is no different from what 
it was before. 

Qt But at least’ you concede this, that there has 
been some increase, the etal) effect has been some in- 
crease? 

A. It may be; not too meat, I wouldn't think. 

Q. Would you say it was less than it wes forty or 
fifty years ago? 

A. As a percentage of the total volume of railway 
traffic which was subject to competition, I would not want 
to give an opinion on that, no, because the water competi- 
tion was a very important element that far back. The type 
of traffic which now is subject to truck competition was 
much less important in those days. 

Q. But the fact was that something induced the rail- 
ways to put in competitive rates to a greater degree to-day 
than has been the fact in the past? 

hi YT do wot think that is-true,"iseit? They have been 
taking them out; they have been taking them out quite 
rapidly the last year or two. 

Q. Iam talking about the present as compared with a 
period forty or fifty years age. 

A. Maybe so; but as compared with fifteen or ten 
years ago, they have been taking them out. 


Q. Were we at cross purposes as to the intention of 
my previous question? What I was putting to you was that 


in the present as compared with the rather more distant 


past, the time when the Board of Transport Commissioners 
was formed, let us say, the competition with railways is 


greater to-day than then? (Page 8870 follows) 
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A. It may be somewhat, yes. 

Q. Now then, if competition is a regulator, doesn't 
it follow that where competition is incressed the need 
for regulation has decreased? 

A. Where competition has increased, yes. 

Q. Now at Chapter 11 on page 3 (printed brief 
page 50) this statement is made: "The railway industry 
hes alwsys been dominated by a few large firms and 
in many localities the shippers have been forced to 
depend upon the one railway which serves that Locality." 

THE CHAIRMAN: Pardon meswe have not found it yet. 

MR. EVANS: It is about half way down page 50. 

THE CHAIRMAN: It begins with "For reasons - -"? 

MR. EVANS: Yes and it is about the last half of 
that little sentence. Now then, would you agree with 
this, Mr. Moffat, that by and large the vast ma jority 


of traffic handled by the railways in Canada is competit- 


Vee 
Be NOK 
Q. You do not agree? 
Aney Now You say, is competition? 
Q. Yes, as between the two railways? 
A. No. 
Q. You do not sgree? 
Ag ONO 


THE CHAIRMAN: As between the two railways? 

MR. EVANS: As between the two railways, yes, 

A. Certainly not in the west. I am not familiar 
with the east but in the West the vast majority of the 
traffic is handled by railway stations which happen to be 
near the farm and there is only one railway station in a 
great many districts, 


Q. I am talking about volume, not points? 
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A. The volume in the West is grain to a very large 
extent. 

Q. And your view is that the vast proportion of the 
total volume is not competition between the two railways 
today? 

A..5 Yes. 

Q. Now then, I think you will agree with this, that 
in the United States the condition of two substantially 
large railway systems does not exist? 

Ass at ls. coprect. 

Q. There sre a very large number of very large 
railway systems? 

Mio uwes. so... understand, 

Q.. And would it be fair, from your study of the 
Situation, to suggest to you that the competition between 
railways as such in the United States is greater than it 
is in Canada? 

A 6h Yes) very much). so, .yes. 

Q. Now I suggest to you that despite that increased 
competition the rstes in the United States are higher 
than they are in Canada? 

A. And so are the costs of operation, yes. 

Q. Yes, but I suggest to you that you have rather 
taken the view that the cost of operation is not the 
sulding. principle it, public opinion thinks otherwise? 

A.. Well, the two have to. inter-act. You can't ignore 
either one. 

Q@. So that a11 I am putting to you now is that the 
fact of their being two large railway systems in Canada 
as compared with the United States where there are a large 
number, has really not resulted in a higher level of 
rates relatively than in the United States? 


A, Well, the point is not one of competition, There 
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are dozens of other factors that are much more important 
than the difference in the degree of competition and 
thet have to be taken into account on any comparison of 
rates in the two countries, 

Q. But we sre really concerned at the moment with 
amonoply aspect, The case for operation, if it is a 
factor, is not something we are talking about here. I 
am talking about the protection of the public from the 
monoply aspect of the railway operation, and I am 
Suggesting to you that is obvious that the fact of there 
being two large railway systems in Ccenada has not 
operated to produce a higher level of rates than in a 
country where there are a large number of railway 
companies? 

A. Well, that one factor has ‘not, no. There are 
too many other factors involved in the comparison for it 
to have any relevance at all. 

Q. Then we can agree that it does not follow, where 
you have two large railway systems, that the monoply 
aspect is an extremely important element in determining 
che, Level of Tratves? 

A. It certainly does follow that where you have two 
large railways, the monoply element is an important 
Practor, 

Q. Well, I thought we had agreed that the cost of 
operation had a good deal to do with it? 

A. It does, yes, but there sre some other things 
that are important es well. 

Q. Now then, do you suggest that the monoply aspect 
of today in Canada is more pronounced than it was in, 
sey, 1903? 

A. That is the same question in reverse I was asked 


a few minutes ago. I can only give you the same answer. 
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Iam not too sure. I rather think that for most of the 
commodities in which the West is primarily concerned, it 
is just exactly the same as it was then. 

Q@. Then, on page 6 of Chapter 11 - 

THE CHAIRMAN: Wheat page here? 

MR. EVANS: I will just have to find it. It is on 
page 52 and it is .on page 6 of Chapter 11. I just want 
to get enlightened as to what you mean by 3 sentence at 
the conclusion of the paragraph at the top of page 6 of 
Chapter 11 immediately before the section beginning "Rail- 
way regulation under the Board of Transport Commissioners"? 

A. That is the very last sentence? 

Ge ucyeg.s 

A. "A re-alignment of interests - "? 

Q. No, the one before that; "With the disappearance 
of some of the risks attendant upon the initial construction 
of the railway, a scaling down of the financial returns 
of the company W2S sought." I am just looking for enlight- 
enment 3s to what you have in mind there? 

Be i think that isiclear, “At the time: when the 
railways were being built the idea that is developed through 
this section is that the primary interest of the people, 
particularly in the West, was to get the railways in there 
and to get facilities available,and then once the railways 
came in and began to have a volume of traffic and began to 
be reasonably stabilized, the public began to say: "Well 
now, they sare making too much money. Now we will have to 
cut them down". 

@. What I wanted to get from you was where. do 
you think thet first began? Where do you think they first 
begin to seek a scaling down of the financial return of 
the company? You must have something in mind . 


A. No, no specific incident in mind except the 
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general fact that there was agitation that was growing. 

You have the actions by the old Manitoba Government at 

the time to get new competing lines in; you have the 

general wave of ccmpleint against the C.P.R. of profiteering 
which brought about the McLean Report. Charges of 
profiteering were made and have been made periodically 

ever since, 

Q.- You suggest that was why Professor McLean made 
that report? 

A. That was one of the factors involved, 

Q. I thought discrimination was involved? 

A. That wee another factor. 

Q. Is there a mdntion in the McLean Report abPut 
the charges of profiteering? 

A. I have not studied it that closely. 

@. I read it several times recently but I don't recall 
any mention of it at sll? 

A. I have not read it that close 

Q. You say you cannot say at the moment sat which time 
a scaling down of the financial return was sought? 

A. No. 

Q@. Now then, at page 10 and the page in the printed 
brief is near the end of page 54, the sentence reads this 
way: "The function of the regulatory body must be not only 
to prevent abuses of particular types but must go further 
in that a larger measure of positive direction is required. 
That this should be true must be obvious to anyone who is 
aware of the differences of opinion not only between the 
railway companies and the public at large, but also 
between various sections of the public". Now just in 
order to get clear for me, are you suggesting by that that 
where differences of opinion exist in rate cases before 


the Board, that this is the time when a greater degree of 
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executive direction is needed? 

Aaie Nis 

Q. Well now - "That this should be true must be 
obvious to anyone who is aware of the differences of 
opinion - ". Now doesn't it follow from that that the 
differences of opinion give rise to the need of this more 
positive direction? 

A. No, I don't think so. The differences of opinion 
are: Orly evidence: ofthe wact that ithere ‘st ii} is. Gis- 
satisfaction with the way the rate structure now exists and 
that the present regulation has produced a rate structure 
WIth, whieh ute (puldictis Mmotwsatiisfied. The fact that 
the Board should be taking more initiative srises not from 
the fact that those differences exist, but from the fact 
that the public -: is interested in seeing certain things 
done which are not being done, whereas in the past they 
were more interested in preventing things which someone 
was proposing to do. The distinction we are drawing today 
in several points is the distinction between a negative 
approach and 9s positive approach. 

Q. So, when you speak of "positive direction" in that 
context, you mean the positive direction by the Board taking 
the initiave and not a direction from the executive arm of 
our Government? 

A. It may be either way. 

Q. Well you see, there is where my difficulty comes 
in understanding your brief. I interpret that brief, and 

I want you to tell me if I misinterpret it, that you 
feel that because there are differences of opinion develop- 
ing in these cases, that produces an obvious need for an 
increase in the positive direction through the Governmental 
power? 


A, There sre differences of opinion between people 
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who ordinarily do not have any method or any way of getting 
before the Board. You have the old concept that the 
railway proposes to put in a rate or that the railway 
proposes to abandon a rate and the Board could have it taken 
out or forbid that action to be taken, but now you heve 
aifferences of opinion between shippers in western Canada 
and shippers in Eastern Canada, The sort of action that 
is required is direction to the railways to bring in these 
kinds of rate or to equalize this rate or to equalize the 
class rate. 

Q. By the Board? 

A. Direction by the Board, yes. 

Q. I thought you said also by the executive arm of 
the Government? 

A. Weal; if the issue is of Surficient importance, 
the suggestion is that the Government should have the right 
to direct the Board to take action, but normally the ordinary 
routine procedure would be for the Board to do it. 

THE CHAIRMAN: Who determines the exigencies of the 
question? 

A. the Government, 

Q. When should the Government interfere and why? 

A. Within whatever limitations are laid down in the 
statute. 

Q. But what do you want to put in the statute? 

That is the question, because I have in mind (this is not the 
right place to bring it up) but I have in mind what you 
read yesterday where you said that the Dominion Government 
should not directly deal with the day to day administration 
of the Board. 

Res Thav.is correcy., 

Q. It seems to me that the paragraph seems to imply 


that it should intervene on almost every other occasion: 
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"But not without the benefit of detailed study by 
persons who ere in close touch with the matters concerned". 

A. Well, it seems to me sir, that that is the way 
a Government department will always operate, 

Q. Well, it is not the way they operate now? 

Be NOs 

QO. Well you said. ‘aiways’ ? 
A. It is not 3 Government department under the 

present arrangement. 

Q. Lam taking Mr. Evans place but I think it is 
important. Are you now proposing that the Board of 
Transport Commissioners should be transformed into a 
Government department? That is very important you see. 

We now heave the Bepartment of Transport. 

A. Brought back to a point where it would have some 
of the characteristics of a Government department and less 
of the chseracteristics of an independent Board. 

Q. Like they had before 1903? 

A. The proposal here would be bringing it back, 
undoing to some extent the 1903 changes. 

Q. Before the Board was created? 

A. Yes, the suggestion would not by any Meshs be 
bringing it back to the same extent that it was before, but 
it would be coming back to some extent. 

COMMISSIONER INNIS: How would you protect it from 
the possibility of ircreased political pressure in those 
circumstances? 

A. That is the problem end there is no denying it. 
The question is which is the more serious problem, to have 
a board that is irresponsible in a sense, not responsible 
to anyone on the one hand, or to have political interference 
on the other. Which is the greater difficulty, and which 


is the more undesirable thing? It is one of the fundamental 
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problems, 

THE CHAIRMAN: You solve that, as I understand you, 
by saying you turn the Board back into being as department 
of the Government? 

A. It would not be completely a department of 
Government but they would have some of those characteristics 
and less of the characteristics of an independent board 
operating entirely under statute. It never has been 
entirely independent of Government. 

Q. No, there is an eppeal from its decision to the 
Government, of course, but do you know of any other case 
in which it is not independent? 

A. Well, that is the one important case. 

Q. Is it not intended to be independent and impartial? 
Is that not why it was created? 

A, I think that was why it was created, yes. 

Q. And does it say with that there should be a 
sufficient element of government responsibility maintained 
by providing for this appeal? 

Aube thet, 1s.correct:. 

Q@. But in any event, es I understand your case, that 
is not sufficient. You think the Government should have to 
take a more active continuous part in what the Board is 
doing? 

A. A more active part but not completely continuous. 

COMMISSIONER INNIS: You have no comment to make on 
the political influence on the sppointment of the Board? 

A. That would not be anything new, sir; that has 
been with us from the beginning of the Board, 

THE CHAAIRMAN: How would you then have them appointed? 


Somebody must appoint them. 
A. There wes no suggestion of any change from the 


present method. 
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Q. You see, you say in that very important page; 

"At the same time no one can accept the proposition 

that policy decisions in such an important field 

as this, should be final if made by a body other 

than the Dominion Government. The ultimate 

responsibility for public policy must rest with 

the Government." 

You see it gives us some concern to know just what 
you want us to.do with this Board? 

i. sbodon tt vaiinkiiia tthe ultimate analysis it rests 
anywhere else now except that it rests in the hands 
of Parliament to change the statute. The proposal here is 
that certain of the policies should be laid down in the 
statute as they are now, but there should still be room 
for other or more detailed policiesfor policies which had 
to be changed from time to time to be handled by Orders-in- 
Council, but in the fundamental aspect any board is subject 
to direction by Parliament. 

COMMISSIONER INNIS: Have you rather lost confidence 
in the Board because of the character of its political 
appointment or have you anything to say on that subject ? 

Res Bone Aauenine Suggested here would change that 
in the Feast; 

Os PALO rvou Peer that: is a fact? 

A. I don't think that is too serious really, because 
@ Board that is dealing with this kind of problem has two 
problems - 

THE CHAIRMAN: But the question Dr. Innis asked you 
wes about the mode of appointment of the members of the 
Board, 

A. That was what I was coming to, that a Board of this 


type has two problems to deal with. As Professor Angus 
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pointed out yesterday it has the problem of expert knowledge. 
It has got the problem of judging what policy should be 
adopted in the light of that expert knowledge and in the 
light of the public attitude and public . Views, 

Secondly, your Board cannot be entirely an expert Board; 

it must have the other kinds of considerations in mind. 

Q. And who should appoint the members of the Board? 

A. The Government. 

Q.- You do not see any way of departing from that? 

A. There is no suggestion of departing from that. 

MR. EVANS: Then, if I may pursue that for a moment 
with you. I suppose that your view would be this, that the 
personnel of the Board, whether technically proficient or 
not, should be of the highest calibre and should have two 
characteristics - impartiality and the ability to apply a 
Judicial mind to the problem? | 

Ay That is right, yes: 

Q. Now then, with this over-riding power of Government 
to deal with questions of policy, would there not be a 
tendency for this desirable impartial and judicial tribunal 
to consult the Government before hand as to what the policy 
would be? 

A. Yes, to some extent that would be undesirable and 
to some extent desirable. 

Q. And if there was an issue of public opinion, the 
impartial and desirable aspects of the tribunal would disappear, 
wouldn't it, and you would be then be reflecting the Government 
policy which is in token a reflection of public opinion? 

A. If there is a sufficiently strong attitude there is a 
thange instatute today. That would be no different than what 
it is now except that it might move more slowly. In the one 
case you would have a change in statute and in the other case 


it could be done by Order-in-Council but in the fundamentals 
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it would still be true. 

Q. You do not make any fundamental distinction between 
the power of parliament and the power of the executive arm 
of Government? 

A. Well, so long as the executive arm is staying within 
the limit laid down by statute, I do not see there is any 
CON dle’. 

Q. I thought it was more or less agreed that we had 
put up with in the war a very undesirable form of Government 
by Order-in-Council? 

A. I don't think so. I don't think everyone is 
egreed, NO. 

Q. Would you be one of those who would agree thet that 
was undesirable? 

A. It has undesirable aspects. The alternative has 
undesirable aspects too. 

Q@. You do not think it is desirable that Parliament 
Should act rather than the Government? 

A. I do not think it is possible that Parliament could 
act in every case, 

Q. Now then, I suppose the extent to which this need 
for Government intervention comes about is because of the 
importance of the problem? 

Bie Inet tsi correct . 

Q. Now how would you compare in importance the need 
for criminal law and the need for a reasonable level of 
freight rates? I am quite serious about this. 

A. L am too; 1 should not laugh I don't knows; it 
is important to have a criminal law, yes. It is important 
to have a reasonable level of freight rates, yes. What 
criteria decides which is the most important I don't know. - 

Q. Well, at all events we must have a criminal law? 
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Q. And I suppose you will agree with me that we must 
also have our civil property rights protected? Nothing could 
be much more important than those fundamental things, could 
1c? 

A. Yes, but both must be protected within limits laid 
down by the State as a whole. 

Q. Now I am suggesting to you that we have left our 
rights under the criminal and under the civil law to the 
courts and that there is no intervention by the executive 
arm of Government with the courts, and do you not see the 
suggestion I am making to you, that in the one case Parliament 
can change the civil or the criminal law, but once that law 
is established in statute, a judicial tribunal, . entirely 
unepproachable by the executive arm, decides the right of the 
party. Do you think that is desirable or undesirable? 

A. I think it is absolutely indispensable where it 
is possible to lay down what the rights of the party sre and 
that is what is done in the Criminal Code. The rights of 
parties are precisely defined, You can't possibly lay down 
any statute showing the great majority of the issues that 
ere involved here. 

THE CHAIRMAN: You think the rights of the party are 
precisely defined in our common law? 

MR. EVANS: That is exactly the point, sir. 

A. That is what they tell me. 

THE CHAIRMAN: You will have to tell that to somebody else. 

A. But there is that fundamental distinction, that 
there are certain things you can lay down precisely in 
statutes and other things that you cannot lay down in 
Statutes where there has to be administrative direction. 

MR. EVANS: You do not make s distinction in the case 
I make? 
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Criminal Code is entirely s different type of problem from 
this, and civil rights snd 811 that sort of thing are 
matters that are quite separate end distinct. 

Q. Separate and distinct from what? TI am talking 
about a court, for instance, deciding in 3 given case whether 
there was negligence, and do you say thet all the rules 
going into the decision as to whether there was negligence 
in a given case are laid down in statute? 

A. In statute or common law, according to the theory 
yes. 

Q . But they were decided by common law in the courts 
and those principles laid down, 

A. But overruled by the state if public opinion demanded 
that they be overruled 

Q. By the executive arm of the Government or by 
Parliament? 

ARs By Parliament, yes, 

MR. McLEAN: But even in the initial Stages of the 
proceedings the Attorney General can set the proceedings so! 


there is some interference. 


(Page 8891 follows) 
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MR. EVANS: Page 56 -- 57 of the printed 


copy avvine res “a sentence ‘putein this: way 


"It is true that a properly constituted Board 
which is aware of its functions and responsibilities, 
will generally arrive at decisions which are quite 
consistent with the public interests." 

When you say "aware of its functions and responsib.lities" 
you mean they first perhaps consulted the executive arm 
of government to see what the policy of the executive 
arm of government would be. Is that what you mean by 
that? 

A. Well, the phrase "aware of its functions and 
responsibilities" might be a bad choice of words. 

Q. I am not quarrelling with your language. 

A; i am not trying to define it precisely, but 
the thought that is in mind is that a Board which takes 
into account the -best expert advice it can get and also 
bakes Into account the fact that it is deciding things 
in the public interest and using its best judgement 
within the range of statute, will in nearly every case 
come to a conclusion that is quite consistent with any 
directive that it would get from Fes One EN: with the 
result that the government would never interfere with 
its regular conduct of tke business. 

COMMISSIONER ANGUS: One of the difficulties, 

I think you will agree, is that if you have that fear 
that they may be going contrary to policy, then you have 
the tendency to get more and more into a position where 
you consult that policy before you take action? 

ee ihe te. 8: COPrrecy. 

2. Now then, further down the page at the beginning 


of page 57 of the printed copy, you say: 
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-we remind your Commission of the many 
questionable aspects of the 21% judgment of the 
Board of Transport Commissioners. he 

I don't want oe go through that with you, but might I 
Suggest to you that that is a little pontifical -- 

"many questionable aspects". You mean, questionable 

from the standpoint of Manitoba? 

A. Questionable from the standpoint of the general 
welfare of Canada as it was interpreted by the Government 
at the time. 

Q. As it was interpreted by the Government of 
Manitoba? 

A. No, by the Dominion Government at the time, 
because they directed it back. 

THE CHAIRMAN: What had the Dominion Government 
to do with this? 

A. When it was brought to them by way of appeal 
they sent it back and asked for reconsideration of a 
fairly long series of points, which indicates that they 
thought there was serious doubt as to whether those 
particular points anyway were in the best interests of 
the country as a whole. 

MR. EVANS: So that what you mean as 
to the questionable aspects of the judgment, are those 
matters which the Order in Council referred back to the 
Board of review? 

Me Aree, ten ChiniGnso’; 

2. And you think that all of those were on the 
level of public importance, that under your new scheme 
of regulation would have been matters for the inter- 
vention for the executive arm of Government? 

A. Well, they would have been matters of sufficient 


importance to justify intervention, but they would not 


iis er 


cai “to, seuomenet 


antsy = BAe won eh abate akan ahaa 
xy: : ih % ' 


a satis ¥ “odd 
esti? wb i aia 


nd ot en ie ; 
ie) 


=n >! oe 
Curl WE 
a he) &y 

A ) 

{ Ge 


* 


“a rs : 
Ghats Me we = i “t ‘ oe bs 


(Mote ob 


ee. vdp gies one, 
oil woe | 


i CRW, SEES. ae vornvae 


‘ a 
ek rat ey i “ wee so wht ii 
08 iol fj 4 
Pr naa. art 
F ae x 


Calg hw aa wee edt 


in up 


oe eee avs 


ow 
ae 


FTP 


Mr. Moffat, cr-ex 


= 8893 a 


necessarily have called for intervention if the general 
Line of che decision was consistent... ~— 

4. With public opinion? 

A. With -- well, public opinion or public policy, 
whichever you like. 

2. Now you spoke of the unfortunate situat:on 
which would have existed if that position had been 
allowed to remain final? 

Aa NGS 

2. What unfortunate situation -- you mean the 
rates might have been slightly higher than they should 
have been? 

THE CHAIRMAN: Would you please repeat that? 
I was talking -- 


MR. EVANS: The brief refers to the 


unfortunate situation which would have existed if that 


decision had been allowed to remain final, and I was 
asking him what he meant by "unfortunate situation”. 

THE WITNESS: Well, there are probably two 
or three things. One, the rates would have been higher 
av the present time. Secondly, the profits of the rail- 
ways would have been higher which would have probably 
led to an increased agitation for some more drastic 
type of control over 1 the railways. 

2. The unfortunate situation then is not so much 
the misfortune of the freight shipper but the extent of 
the agitation that might have resulted. 

MR. FRAWLEY: And a bad precedent. 

THE WITNESS: And the risk, from the railway 
point of view, that the agitation would have led to 
nationalization. I am not saying it would have, but it 
would have increased that risk. 


MR. EVANS: In other words, one of the 
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unfortunate situations that might have arisen if the 
decision had been allowed to be made final; is the risk 
Of a tremendous outcry by the public at large? 


Ay Yes. 


2¢,. bul DOL, Surprisingly to me, an outery, by.the 
Shipping. public? 

A. No, not by the shipping public, because the 
Shipping public don't pay the freight rates. 

THE CHAIRMAN: The shipping public don't what? 

Ay They don't pay the freight rates. 

MR. EVANS: Never? 

A. No, very, very seldom. I would not say never, 
but in the great majority of cases the shipping public, 
in the sense of the company that pays the actual freight 
bill simply adds it on to its price. 

THE CHAIRMAN: I see what you mean. 

A...SO that the level.of the freight rate does not 
eLLectecnemeparvicularia . 

MR..EVANS:. .Then the shipping public would 
include the farmers of western Canada? 

Ane There would be an outery from the farmers of 
western Canada, there is no question of that. 

2. And you say the shipping public never pays the 
freight rates? 

A. I suppose I was speaking too quickly there, 
but in*the greav majority of cases’ it is passed on. 


4- 


M@. Yes, well, I was going’ to suggest*that it is 
rather strange that among the shipping organizations 
there was less outcry and opposition than from political 
groups. 


A.. Yes, and that is the risk. The shippers' 


associations, except for their relative competition, 
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Simply added it to the price and passed it on. 

Y. Now, on page 15 of Chapter eee 58 of 
the printed copy, there the brief asked that the Board 
should be freed from the restrictions of its previous 
decisions. Am I right when I interpret what you said 
yesterday as meaning that there had to be some kind of 


continuity of principle running through the Board's 


decisions’ 


ws (wn one ths justiriceapion .for departure in a 
given case would depend upon changing conditions? 

A Lee 
Q. Have you been advised by your counsel that it 
is not the law today in connection with the Board's 
decisions? 

Ay» have not been advised, ‘that it. is not. the. law, 
but there are a good many evidences that the Board of 
Transport Commissioners refers back to its old decisions 
and says, "Such and such a matter was decided in 1914, 
therefore we apply that principle today," without con- 


sidering as to whether conditions have changed in the 


meantime. 


MA. EVANS: Yes, I just turned up, as a4 matter 
Of interest, my lord, a decision of the Board itself in 
Toronto vs. C.N.R. and C.P.R. It appears in 63 Canadian 
Railway @n0 Transport Cases at page 270. The section 1 
wanted to read is at page 270, but the judgment begins 
on 261. | 

THE CHAIRMAN: Pardon me, give me the year 
£5, Pe 

MR. EVANS: That was in 1948. It was a grade 
Separation case. The facts are not really important, 


but the decision at page 270 says this: 
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ies arerie the Board is not bound by. 
bne Zeneral principle atihas established: It is 
quite free to review it at any time if circumstances 
are such that it would make it appear fair and proper 
SO Cone 

There is another reference at page 271 where 
the Assistant Chief Commissioner goes on to say: 

"I do not think that in the case before us 

there has been shown to the Board any special set 
of circumstances or any factor the Board has over- 
looked or that has not hitherto emerged recuiring 
Chee Board’ vo departerronm its former*rudinge.” 
it is quite’ obvious from: that, 1t seems to me, sir, 
that the Board does not consider itself bound if changing 
conditions, changing’ faces or: circumstances require. a 
change of view. It does change its decisions and indeed 
the ‘nailwey Act in Section 5) gives it. the power to 
review, varyreand alter its decisions. 
THE ‘CHATRMAN:, That’ is an particuler cases, 
Of course. 

My EVANS?) o Wed linanatters) of) principle, it 
will not considér itself bound if conditions have changed. 

THE CHAIRMAN: Yes. 

"The Board may review, rescind, change, alter, or 
vary any order or decision made by it or may re- 
hear any application before deciding it." 

MR. EVANS: I would think it would be found 
that the consistent decisions of the Board are that it 
does not consider itself bound. 

THE CHAIRMAN: That is what you read. 

MR. EVANS: Yes, and I think it is consistent 
with the position for many years, but they do say this, 


that he who says "we should not be bound by previous 
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decisions must show a change in conditions,” and that, 
I gather, is all Manitoba wants. 
MR. FRAWLEY: No, no. 
THE WITNESS: But, Mr. Evans, you hae this 
sort of thing. I am just marking here evidence from 
the Mountain Differential decision. I do not seem to 
have the exact reference Heres Dur aves the tacest 
decision on the Mountain Differential case, at page 6 
of the printed judgment, beginning partway through a 
sentence there, at the top of page 6, 
". . . while it is not possible to determine the 
basis on which the mountain scale USirevisedoin 
this decision. af 

That is a reference to the 1922 decision. 
'- - these words appear at page 170 of the report 
cited above, namely -- 

'Following the reasoning in the Western Rate 

Case!" -- 

That is 1914, is it not, the Western Rat Case. 

"'-- a revision in the Mountain scale as 

provided for in the Pacific standard is 

justifiable. On careful consideration, the 
reduction hereinafter provided for should be 
made; the Board does not sefeel justified in 
going any further. 

'The rates of the new Pacific’ standard mileage 
tariff are to be constructed by applying to the 

"Prairie" standard tariff for distances up to 

and including 750 miles (the approximate 

maximum haul in British Columbia) 14 miles for 

i mile, and to the rates so produced the 25- 

mile differences of the "Prairie" 


Standard scale to be added for each 25 miles 
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over 750 miles, so as to produce standard 
through rates for part Mountain and part 
Prairie hauls.'" 


is the end of the quotation from the previous 


decision and then it carries on this way. 


Then 


Then 


"T am of opinion that the only basis for 

this decision was that the volume of traffic in 

the Province of British Columbia had so increased 
from 1914 to 1922 that, following the Western Rates 
Case in 1914, the Board felt justified in directing 
this reduction. What principles guided the Board 

in making that reduction? There had been no changes 
in the physical aspects of the mountain territory 
Loseif. "The mountains were still there, and the 


operating costs of providing the ‘short-cut " rererred 


a 
BYih APS PAgeni ous argument had not decreased. 


The condition justifying the reduction which must 
have been given consideration and effect to by the 
Board was the greatly increased volume of the 
traffic which had occurred since 1914," 


it goes on, omitting a short section, in this way: 


ups have caused a careful search to be made of 
the files, evidence and other documents relative 
to both the Western Freight Rates Case and the 
Reduction of Rates Case, and have failed to 
discover any indication as to any other factor 
which prompted the Chief Commissioner in 191" to 
establish or standardize the mountain differential 
as of that date at 14 to 1, or which prompted the 
Board to reduce that differential to 13} to 1 in 
eee 


it goes on with further discussion and on pase 7: 
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"There is, however, sufficient in the evidence--" 
And. this.2s where it has reference. to the evidence in the 
recent..casé. 

"== and in the exhibits for us to warrant the con- 

clusion that the vo Lume of traffic now being 

carried over the railways in British Columbia is 

so much greater than it was in 1922 or in 1914 that 

theres norjustification. for the retention, of the 

mountain differential." 
Now, the indication of that is that they have applied the 
old decision, they have made a careful study of the old 
decision and come to the conclusion that the only reason 
for that decision was that the traffic volume had in- 
eréased. Since the trarricuvolume has, increased) since 
1922 there must be a further reduction in the rate. That 
is the rationale of the thing. No analysis of whether 
that inerease in tratric volume led to. Increased costs; 
no analysis of what the effect was on the total revenue 
DOSLULON: NO analysis of whether) there was.a larger nev 
revenue or a smaller net revenue resulting from it. 
api the old 1914 case quoted. That is the situation 
in spite of the other type of statement which you will 
find in the -- 

MR. O'DONNELL: That merely proves they can 
change their mind. 

MR. EVANS: It proves my point, my lord. I 
could also add that in 1925-27 they considered whether 
the mountain differential should be retained. They 
reached the conclusion that it should and in the later 
judgment they changed their mind because of chang ng 
conditions. 


COMMISSIONER INNIS: I wonder whether among 
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those conditions you would care to say there was one 
referring to the political problem, that the election 
would have some influence? 

A. Yes, there was no question that that was 
involved in that way. 
2. That would be your view? 

THE CHAIRMAN: Is that public opinion? 


A. That is one of the unfortunate characteristics, 


yes, that goes with it. 


COMMISSIONER INNIS: Because the appeal to the 
present Board is exposed to the sort of political dif- 
ficulties which -- 

Ay Any Boarad that ts dealing withean issue of this 
magnitude and this importance will inevitably find it- 
Selt Involved in polvuical-dirriculties, yes. 

THE CHATRMAN: Would that not rather lead to 
a request to be dissociated rather from the Government 
than to be’ put closer to it? 

A. That factor does exist, but the alternative, 
if you go too far the other way, you get into further 


difficulties that seem to us more serious. 


(Page 8900 follows) 
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MR. EVANS: Q. You have no views as to whether 
some of the duties which you would have placed on the 
Board, or for which you would make the Board responsible, 
might not be put in the hands of the Department of 
Transport? That is not to be inferred from anything 
you have said? 

A. No. We have not given any consideration to that 
problem at all. 
Q. look at Chapter III, page 2, and page 60 of 
the printed brief: the words near the beginning of 
page 60, and about half-way down in the mimeographed brief 
on page ©. In speaking of the duty and responsibility 
of the Board to determine the level of rates, you say: 
"That duty cannot be carried out satisfactorily 
if the Board takes the attitude that the railways 
can provide whatever standard of service they choose, 
and that the Board's function is ing bd to deter 
mining the cost of that service and setting a level 
of freight rates which will meet that cost." 

Do you think the standard of service in Canada 
today is too high? 

Ax Now 

Q7./ DO. VOU, CRink 1h Ae too. low? 

A. No; I do not have any comment to make on the 
standard of service, either way. 

Q. Is there any suggestion there that the Board, 
in the recent rate cases, has merely taken the attitude 
that the railways can provide whatever standard of 
service they choose, and that rates have been set on 
that basis? 

A. The point has been made here -= I am not sure 
exactly where -=- that so far as the standard of service 


is concerned, the railways! decision will be satisfactory 
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in most cases to the public; and that the question 
only arises in case there is a proposal for a specific 
improvement which is going to call for 4 substantial 
increase in rates. 

Q. I em talking now about the recent rate cases. 
Do you think the Board erred in doing as it did, 
accepting what the railway officers thought was a proper 
standard of railway service? 

A. Yes, without making a thorough analysis of it. 

Q. Do you say that the standard is too high on 
which they fixed the rate in those cases? You must 
have considered this, surely; your technical staff has 
been on this for some years. 

A, There is no suggestion intended there that 
the standard is either too high or too low. But there 
is a suggestion which has been made several times in 
the rate cases, that there should be a study to find 
out whether it is being improved, and at what rate. 

Q. Do you suggest that the Board did not make a 
study in these rate cases? 

A The indication is. that. they did not,’ yes. 

MR. McLEAN: It is quite clear. 

MR. EVANS: Q. I suggest to you, and I give 
this for the information of the Commission as well, 
that the Board made an independent study; and that 
they obtained a great deal of information from the 
railways, which the Board expressly asked us not to 
give to the provinces. 

THE CHAIRMAN: Not to give to whom? 

MR. EVANS; Not to give to the provinces; 
and that was the only reason the provinces were not 
informed about it. But it is in the record. 


MR. McLEAN: Isn't that a fine thing. 


HH 
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MR. EVANS: The provinces asked for information 
from their people; and the Board made an independent 
study. 

THE CHAIRMAN: Did they do this before or 
after the argument? 

MR. EVANS: During the hearings. We do not 
know what use they made of it. We have never seen any 
report. But they also ordered us to supply information 
to the provinces, and we think the provinces were come 
pletely satisfied that we had supplied all the informa- 
tion they needed for their study. But the record speaks 
for itself. 

I shall be glad to look it up. We asked the 
Board whether they wanted this information supplied to 
the provinces, and they said no, that the provinces 
could have whatever they thought was necessary, and 
they got it. 

MR. McLEAN: I would point out, on this 
one matter here, the remarks of the Chief Commissioner 
in the 20 per cent judgment at the bottom of page ll, 
under the heading of "(3) Maintenance Costs and 


' where he said this: 


Deferred Maintenance,’ 
"On the hearing of this application the 

applicants restated and brought up to date their 
evidence and exhibits with reference to maintenance 
costs. I think that these maintenance costs will 
require further study before any decision can be 
given, even assuming that the requirements of the 
Canadian Pacific Railway are to be accepted as 
the yardstick for a further increase in freight 
rates." 


MR. EVANS: The Commission will find, in 


Exhibit 49-153, some correspondence. 
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THE CHAIRMAN: What exhibit, not herein? 
MR. EVANS: In the 20 per cent case, some 


correspondence relating to the supply of information 


at the conclusion of the case, in the 20 per cent case; 
and that correspondence indicates that the railways 
then supplied all the information that the provinces 
wanted on the question of maintenance, for the study 
they were making. 

MR. MacPHERSON: Mr. Chairman, I do not want 
to re-try bis 20 per cent case here again; but if my 
friend wants to go into this aspect of it, then there 
are certain aspects which will have to be re-tried, 
not only the record of correspondence, but the record 
itself. 

THE CHAIRMAN: Would such an inquiry lead us 
into any position that would be profitable to us? 

MR. MacPHERSON: TI do not think it would, 

Mr. Chairman. And that is why I say that I do not feel 
like re-trying the issues which arose in that case, 
here, now. 

MR. EVANS: There have been so many suggestions 
in this brief that the Board made no study; that there 
was no information on this, or no information on that, 
that I thought I owed it to this Commission, when I 
run across’ é& case of that kind, to draw it” to” the 
attention of the Commission. The suggestion is that 
the Board simply sat back and did nothing; and it later 
suggests that the railways did not give the provinces 
any information about these things. 

I would not want to have that suggestion left 
on this record; and I also agree with Mr. MacPherson 


that I do not want to have to rehash it. 
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Q@. Now then, Mr. Moffat, I would like to ask 
you this question about standard of service: How 
would you suggest that the Board should decide on 
standérd of service? 

A, I do not think there is any necessity for 
them deciding, exactly, the standard of service. There 
is no suggestion that they should decide exactly the 
standard of service, but they might conceivably 
be faced with a situation in which there was a sug- 
gestion that the line should be built up to a certain 
standard of service, and that they should say that 
that standard of service is too high, will cost too 
much, will lead to a level of rates which we do not 
think should be put on the people of Canada. But 
that does not mean that they need to decide what is 
& proper standard of service. That means that they 
would say: That particular standard is too high. 

Q@. Does that mean, in your thinking, the Board 
would not have any regulation laying down standards? 

A, They would have their minimum safety standards, 
which, presumably, would be considerably lower than 
those that are there now. 

Q. Those that remained? 


Ae Yes: 


Q. There is no new regulation laying down 
standards? 

Asi ats 

Q. You are quite clear on that? 

A. Yes, absolutely. 

Q. And anything in this brief which would suggest 
otherwise, you do not want interpreted that way? 


A. No. There is no suggestion at all. 
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Q. Supposing there was no overnight service, 
let us say, between Montreal and Toronto, for freight; 
and the railway wanted to establish that service, be- 
cause there was a demand for it from the shipping public. 
Would you suggest that the Board might, in such @ case, 
say to the railways: You should not establish that 
service; it is an extravagant thing? 

Ay UNG. 

Q. No. So you would not have any condition 
arising where the railways would have just to go to 
the Board and say: Please, may we establish this kind 
of service? 

A. No, That is one thing which must be absolutely 
protected against. It would not work. 

Q. Then, when the rate cases came, and it was 
advocated on behalf of Menitoba, and, perhaps, on behalf 
of Mr. MacPherson's province, that the standard was too 
high, and that it was costing too much money for railway 
service, and the people of Canada could not pay for it, 
then, what would you suggest the Board should do? 

Should it require the railways to cut down the standard 
to some level, let us say, to Save $10 million? Or 
how would the process work? 

A. It would work by the Board saying: This is a 
level of rates which we think will give you enough 
money to provide the standard of service which we think 
the people ought to be glad to pay for. You go ahead. 

Q@. How would the Board know? Do you mean that 
they would just say: This is too expensive by $10 
million. You go out and save $10 million? 


A. The mechanics would be to look at the standard 


they are to meet; see how much it cost; see how much of 


a rate increase might be called for, or how much of a 


Nesey ies 
po OG ; 
wo S 
fe “ii are 
Ty 
- wee sy 
5 - Baek 2 
a ray 
= . 
2 NG Peet a co 
+ Se x... 


= oe Bicee 
32) 


4 ee 
* zy : 
ot 5 


aye 


y r 
ie a. : vats 
us 
aA 
e = 
se 
‘i ay = Ss 
a 
hs e 
rr 
< = , ; 
ts 
aS an = oa 
a a .< a 


st ‘ - 
me : - 
oud 
C4 

a = 

Ly 

i 

— 3 


any 
ae ’ 
— 
} ot 
we 


sa 


meg 


¥é 
ae 


HH 


~ 8906 - Mr. Moffat, creex 


rate reduction might be called for, and then say: 

This is going to call for a 25 per cent rate increase, 
it may be. We do not think there should be anything 
more than 20 per cent authorized. And the railways 
would cut their standards down to fit. 

Q@. Wouldn't they have to know where the standards 
could be cut? Wouldn't they have to know the individual 
cases where savings would be possible? 

A, I do not think it would be possible for them 
to know. 

Q. All you are saying is that the Board would cut 
the maintenance and operating budget of the railways by 
some arbitrary amount, and then tell them to go out and 
save it? 

A. No. 

Q. The alternative seems to be that they must be 
able to tell them where they are going to be able to cut 
down. 

A. No, I do not think it is necessary to go to 
either of those extremes. 

Q. Then tell me what you think they should do, 
as a@ practical matter? 

A. As a practical matter, they would say: This 
is the level of rates which we are authorizing, and 
would give you so much money. You carry on from here. 

Q. In other words, you get so much money less than 
you need for this standard. You go out and find places 
where you can save it. 

Aw That is what it might come to, yes. 

Q Of course, that is what I put to you. 

A. Surely, the only alternative conceivable is 
to accept whatever the railways asked for; and no one 


could possibly suggest that the Board, acting in the 
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public interest, should not have the right to say: We 
do not take the railways! information automatically 
and simply calculate the result out, and add it on to 
the freight rates. 

Q. Did I suggest that to you? 

A. No. But isn't that the alternative to what 
I am suggesting here? 

Q@. When I suggest that to you, you might ask me 
that question. But I have not asked you that question. 

COMMISSIONER ANGUS: Q. Is there not a dif- 
ference in the method of approach? In the one case, 
we have people coming forward and saying: Here is a 
wasteful standard of rates. Something is being done 
which should not be done. This points to an opportunity 
or. saving. 

But I understand you want to say: The people 
of Canada are willing to pay only so much. Give them 
the best you can at that price. 

A. I think it is that latter suggestion. When 
you are into a rate case, when there is an application 
for a change in the level of the rates, it has to be 
that latter position. 

THE CHAIRMAN: In that case, who would speak 
for the people of Canada? 

MR. O'DONNELL: Manitoba! 

THE WITNESS: That is the function of the Board. 

THE CHAIRMAN: Q. I thought you meant somebody 
who would speak to the Board. 

Ae Go. 

Q. The function of the Board, you think, is to 
find out what the people of Canada think? 


A, If they are trying to run a public policy, to 
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decide what is in the best interest of Canada, certainly 
they would have to find out. 

Q. You mean to say: What the Board thinks is in 
the best interest of Canada? 

Pia. Leet, 

Q. Notwithstanding what some public clamour may? 

A. They cannot follow, automatically, public 
clamour, no. . 

Q@. The Board itself must decide what is in the 
best interests of Canada? 

A, Say what they think is in the best interests 
of Canada. 

MR. EVANS: Q. Now then, would you not agree 
that, in order to determine whether they were doing 
Substantial justice, they would need to have some idea 
where the possibility of saving lay, would they not? 

A Yes. They would have to have some idea of it. 
It would have to be taken into consideration, I think. 

Q. Yes. During a rate case, after the application 
is filed, I suppose the machinery would be: that the 
Board would make a tour of the two transcontinental 
systems, to see if savings could be made? 

A. No. If there is a continuing staff in con- 
nection with the Board, they will have a reasonably 
good idea of what is happening. They would have records 
of how much has been spent year by year towards improve- 
ments. They would have data only available to the 
people of the Board. 

Q@. You mean that they would not apply that knowledge 
until there was a rate increase asked for, and that they 
would let these extravagances go on until somebody asked 
for an increase in rates? 


A, Yes, but I do not like the word "extravagances", 
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because I do not think you are going to have 
extravagances as @ normal thing. The normal situation 
would be what the railway proposes to do in the way of 
maintenance and improvement of service; that would be 
perfectly velid, and perfectly in accordance with the 
best way of doing things. There is no suggestion that 
the railways are going to be extravagant all the time. 
But once in a while you may need somebody to step in. 

I thought the suggestion from you was: that I 
was suggesting that they would be extravagant all the 
time. No. 

Q. Just extravagant some of the time, about the 
time they wanted a rate increase? 

A. That is a possibility, yes. 

Q. We might as well have it on the record, Lt you 
have that kind of suspicion: that we boost our 
expenditures just to get a higher increase than we 
would otherwise get. 

A. No, I won't deny that that Suspicion exists in 
& good many people's minds, no. 

Q. Now then, on standard of Service, is not the 
demand of the shipping public an important element in 


determining what the standard of service must be? 


Q And isn't the matter of competition, both with 
Other railways and with other forms of transportation, 
&2 great element? 

A. Yes. 

Q. In the standard of service? 

Awe Ves. 

Q. Now then, is not the Board to take into 
account shipper demand and competition, in determining 
what level of service or standard of service should be 


provided? 
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AY *Yes. 

Q. Now then, supposing the Board comes to this 
view: it thinks, based on this public opinion, that 
the freight rates should be increased only 20 per cent, 
whereas the need has been shown for 25 per cent, on 
the then standard of service; and supposing they find 
that that standard of service which is then in 
existence is required to meet shipper demands in com-= 
petition; then, what would happen to your standard of 
service? 

A. They would probably come into subsidies. 

THE CHAIRMAN: Into what? 

A. Then you would probably come into subsidies. 
It is the same sort of hypothetical proposition that 
Mr. Evans suggested a few minutes ago. If you get 
into that situation, it is probably a subsidy situation, 
yes. 

Q. I think you introduced the element of public 
opinion, did you not, into your question? 

MR. EVANS: Yes. 

THE CHAIRMAN: @. Are you sure, Mr. Moffat, 
that public opinion would sanction the granting of a 
subsidy to the Canadian Pacific Railway? 

A. The hypothetical situation he suggested was: 
if public opinion, or whatever body is deciding what 
is the best interest of Canada as a whole, decides 
they can only afford to pay a certain rate of increase, 
and if, at the same time, they decide that the standard 


of service to be provided is going to cost more than | 


that, if those two conditions met, then public opinion 
has to take its choice either of letting go on a rate 


increase, or letting go on a subsidy. 


i anatae od tid oe eae Hache | 


 pewanent oe Bibs stale a 


iis 
orp tovoratasot aie BOR 


SOB ep Lee PO): pe tee 


Ra eel 
of 


Sit 


vey ere ee 
if wre the: 


eee ee Enviar in ea . ~ iT ae es 
» BOB Be SST odmtesmo TETSETO f 


rl 


wile aie a ey a ay wii My wy m ew ; 
Baek ot Sie? Le # ie ey “a ey The vey 


joe 
a 


rahe 


D OES FO SAG 


vig (evat ‘ete 


a 


newed cttw £0 sole! 


180, TO. vases du 


a Fy : 
" oe a ’ 
Hen Fs 
ws 
ili 


~ - i 0) = eg ae fe i 4 wna dee 
agtatqo atidey ced? .tom 


gdatt: 2 


HH 


- 8911 - Mr, Moffat, creex 


Q. Who.pays the subsidy? Isn't that the PUbLLC., 


too? 


COMMISSIONER ANGUS: Q. Do you mean that the 
Board would have, as one of its functions, to recommend 
to Parliament that it should vote a Subsidy, or that 
the Board should say to the railways: This is all you 
can have. : Practise austerity, and make your service 
cheap and nasty, and if that results in an outcry, then 
Parliament may subsidize you. Which process do you say? 

A. That was one of the questions we considered 

extensively in our own discussions, and the conclusion 
as to what we could put in the brief was that we should 
say: We would ask for a recommendation from your 
Commission that would <- 

THE CHAIRMAN: Q. We are looking for sub- 
missions to us and opinions from people who come to 
talk to us. 


A, Yes, I was going on to that: that the recom- 


mendation which we thought your Commission should make, 


should be so framed that it would not eliminate the 
possibility of government granting a subsidy at some 
time, but not a recommendation for a subsidy. 

Q. Since the test you put is public opinion, are 
we sure that public opinion would sanction a subsidy? 

Bias NO. 

QO. Then what is to be done? 

A. We are talking of a hypothetical situation, 
of course. 


THE CHAIRMAN: Of course! 
COMMISSIONER ANGUS: Q. Is there anything 


hypothetical? We have got to make a precise recom- 


mendation. It may be that our recommendation might be 


Ar 


ste : ve 1 t we - 


heue 


ee? roe $ et oes 


F sy. “fe aie (tz 


oh. 


ions: 


Pe Ps spate 
: ts |i topes t te 5 i 


re] 


) set Ps te cinta 07 


ie Be 


se) gee 
pero a1 


- 8912 - Mr. Moffat, cr-ex 


-~- I am not saying that it will -- but it might be that 
the Board of Transport Commissioners, in hearing &@ case, 
should say: The highest rates the public will stand for 
are so and so; the service you are giving requires higher 
rates or more revenue; you must either reduce your rates, 
or there must be a subsidy. Where do you go from there? 
Do they leave the railways to reduce the service and 
provoke public outcry, or do they have, as one of their 
functions, to make specific recommendation to the 
Government, asking it to put legislation before Parliament, 
asking Parliament to vote a subsidy? 

A. I see the problem, and it is a problem about 
which we had considerable discussion. 

THE CHAIRMAN: You create the problem, do you 
see? 

AsicNO,, L gornot) think sow ,The problem ts there. 

Q. That is what happens, and then the tendency is 
that you have no solution. So what are we to do? 

A. I do not think we created the problem. 

Q. No. Your language creates it. You see, here 
is the situation, and we say: What would you do? And 
you say that you do not know. 

How are we ever going to find out? unless we 
have the benefit of those who appear before us and who 
have expert knowledge and good-will to submit proposals, 
to submit solutions, we won't get very far. 

A. You have another problem, sir. You have also 
to consider what will be advocated on behalf of the 
provincial governments; it will be quite different from 
what will be advocated on the basis of expert knowledge, 
necessarily. 

Q. I am talking to you as an expert. 


A I do not conceive myself to be an expert. 


Q. But anybody can read a brief. You are here 
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because you are qualified, are you not, to answer 
questions? 
A. To answer questions as to what our Government 


has asked us to recommend, yes. 


Q. That is it. What do they ask you to recommend? 
A. On that particular point? 

Q@. On Dr. Angus' question? 

A On Dr. Angus! question: that was a recommendation 


to leave open the possibility of a subsidy; but we are 
not authorized to ask for a subsidy or to have it excluded; 
but to offer the further opinion that Hide bach need 
for & subsidy in the near future. 

MR. EVANS: Q. If I may go on now, Mr. Chairman: 
on page 3 of Chapter III of the mimeographed brief, and 
on page 60 of the printed brief, these words appear: 

"A decision as to whether or not that standard 

is to be provided, however, involves matters which 

go far beyond the railway itself, and in those 

matters the railway officials can claim no 

particular expert knowledge.” 

A Yes. 

Q. Those matters which go far beyond the railway 
itself, I suppose, would exclude customer demand or 
shipper demand and competition and cost? 

A, Those are the elements with which the railways 
are particularly familiar, 

Q. Again referring to this question of measuring 
public opinion, and the ability of the public, in the 
view of the public, to pay rates -- 

A, Yes. 

Q. That is all you have in mind there? 

Ae he SS Piet. 
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- Now then, you do not recognize that the ordinary 
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law of supply and demand will have some influence in 
that? 

A. It would have some influence; but a very 
large proportion of the traffic will have practically 
no influence; things like western agricultural products 

they are coming out by rail. It does not make 
very much difference what happens to the standard of 
Service or to the rate charged, 

Q@. But standard of service, by and large, is 
determined by customer demand and competition? 

A. No, not necessarily with our primary products; 
they just have to go out by rail. There is no other 
way; and it does not matter what the standard of 
service is. They have to go out by rail. 

Q@. Those things which are in a railway, which 
you would say the railway people are expert in, those 
things have to do with public opinion? 

A. Public opinion and the prospect of having 
high levels of business activity, and the prospect of 
a continuing volume of international trade, things of 
that sort, the railway operating people are no more 


qualified to deal with than outsiders. They 


can claim no particular expert opinion on things of 
that sort. 

Q. But dealing with trade; they may have some 
Opinion? 


A. That is right. . 


(Page 8922 follows) 
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Q. Do you think that collective public »spinion, 
which you say should be the thing which decides the level 
of rates, is capable of measuring the demand of the 
shipping public for a standard of service? 

A. This word, collective public opinion, has been 
used here pretty frequently; it is--- 

Q. Let us not have a misunderstanding; I do not want 
to get at cross purposes with you, 

A. It is a problem of democratic government, which 
represents a government, which takes into account public 
opinion and decides what it thinks is in the best 
interests of Canada as a whole, considering public opinion, 
considering other things as well. 

Q. Really what I am coming to is that this 
spleaticd public opinion may or may not be public opinion, 
and it may or may not coincide with shipper demand ? 

As That is correct, yes, sir. 

Q. Now, you speak of the use of independent experts 
in this same connection; you thought they should have 
outside consultants? 

Pea NCS". 

Q. I Just. cannot put my finger on that, but my notes-—- 

A. It comes up on two or three occasions in the brief. 

Q@. I thought it did. 

Ae pokes: 

Q. How do you suggest that an independent expert would 
proceed if he did not resort to the railway officers to 
find out what the demand was for a standard of service? 

A. To Pind out what the demand was for a standard of 
sérvice? 

Oe VES . 

A. He would probably have to go to the railways, yes, 


but that is not the only consideration. 
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Q. But the independent expert would simply be a means 
of helping the Board decide whether the evidence given by 
the railway experts was to be taken as entirely reliable? 

As (UTNAtwLs (Pignt, yes. 

Q. But you are not confusing in this context the 
Standard with the cost of service, are you? 

A. No. I think we make it perfectly clear that as 
far as the cost of providing the service is concerned, the 
railway people do know more about it than anybody else. 

Q. Now, on page 6 of this part, which is--- 

THE CHAIRMAN: What printed page? 

MR EVANS: Page 62. I think I have covered that 
branch of the thing sufiiciently in my other questions, 
and I can pass on. 

Q. Later on in the page, still on page 62 of the 
printed brief, we find these words: 

" . . . the Board will immediately find that it must 

reach a conclusion as to the amount of money needed 

to pay for the standard of railway service provided 

in the year which is under consideration, together with 

the amount, if any, which is to be provided for the 

purpose of improving the standard of service if the 

Board considers that such an improvement is necessary." 
Now, does that involve the railways not making any improve- 
ments without the approval of the Board? 

A. No. That is how it seems that the mechanics 
will work in case there is a decision as to the level of 
rates to be arrived at. It does not say, or there is no 
Suggestion, that the railways should not go ahead with 
their improvement programme just as they feel fit, but if 
the Board is going to try to reach a decision as to its 
rate levels the only conceivable way it can go at it is to 


see how much money was spent last year to provide the 
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service that was provided last year, and then to make 
whatever adjustments are necessary to give an estimate of 
what is going on this year. 5 

Q@. Then would the railway run some risk in making 
regular improvements if the Board were to be free to reject 
those improvements during a rate case? 

hed OR; byes: 

Q. They would have to take that risk? 

A. Well, certainly they would have to take that risk. 
They always have to take that kind of risk. 

Q. So in the last analysis I Suppose it would mean 
this, that on any major improvement they would have to 
consult the Board in advance? 

A. Not necessarily, unless they were going to ask 
for a rate increase to pay ‘for bt, 

Q. Ido not understand you -- a rate increase to pay 
for an improvement? 

Awad Yes. 

Q. A capital improvement? 

tin YS; 

Q@. When has there been a rate increase to pay for a 
capital improvement? 

A, It almost came to that in this 20@ case; a sug- 
Bestion os 

THE CHAIRMAN: Q. In where? 

A. In the 20% case, a suggestion that a rate inorease 
was necessary in order to give a standard of earnings 
which would make possible the borrowing of sufficient money 
to provide for an improved standard of service. It was one 
Step in between, but it came very close to being an applica- 
tion for a rate increase to pay for an improved standard of 


service, 


MR EVANS: Q. Are you Seriously suggesting that 
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the idea of a corporate surplus for the railway operation 
was for the purpose of improving the standard of Service, 
or was that merely one of the reasons for having a surplus? 
Are you suggesting, in other words, that that surplus was 
not the ordinary corporate surplus that all companies 
require, but was tied to the need for improvement in the 
Standard of service? Is that your suggestion here? 

A. Well, that was certainly the impression left with 
me, that that was involved in it. There was talk about 
the great improvement programme; there was talk about the 
need to finance the improvement programme, 

Q. Let us not talk about the financing of the im- 
provement programme if we are talking about the $400 
million; let us talk about surpluses for the moment. I 
will come back to the big capital improvement programme. 
Let us not get off the track. Are you seriously Suggesting 
that the only justification for a surplus was to have an 
improved standard of service, and therefore en increase in 
rates was brought about? 

A. Oh, not that it was the only reason, no. 

Q. And would you not agree that a corporate Surplus 
is desirable whether you are going to improve the service 
or not? 

A, There is a discussion of that in here, yes. 

Q@. Would you agree or not? 

A. Yes, agree that there should be some surplus; as 
to the amount, there was plenty of argument, 

MR McLEAN: I would like to remind my friend Mr. 
Evans that in the foundation exhibit in the 30% case--- 

THE CHAIRMAN: What exhibit is that? 

MR McLEAN: Those were the exhibits that. first 
went in. At the bottom of the page there was an item of 


$152 million for additions and betterments, and it was quite 
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clear throughout the whole case that they came in and 
asked for that $150 million by way of surplus to pay for 
capital improvement. 

MR EVANS: My friend perhaps had better look at 
the record. Additions and betterments in the sense that 
that was used--- 

THE CHAIRMAN: Well, Mr. McLean tells you where 
it is to be found in the record. 

MR EVANS: Well, I say Mr. McLean is wrong, sir, 
that those are not the reasons put forward, that there was 
a Sharp distinction made. These additions and betterments 
were very largely results of minor replacements of assets 
without improving the standard of the asset at all, but 
due to the increased price,and a whole lot of other factors 
were in that. Part of it was minor improvements, but there 
was no question of an improvement in the standard of any- 
thing. 

THE CHAIRMAN: Is the record available? 

MR EVANS: I will look it up, sir. 

THE CHAIRMAN: Because you gentlemen may differ 
on how the record itself is to be interpreted. 

MR McLEAN: I think there is a good deal in that. 

MR EVANS: There is a suggestion here that there 
was a rate increase in order to improve the standard of 
Service, and it is got at through a suggestion that a 
corporate surplus produced that result. I am just suggest- 
ing that the corporate surplus would be a desirable thing, 
under the Board's judgments, whether you had that result 
Or whether you were dealing with something entirely dif- 
ferent. 

THE WITNESS: You have the judgment of the Board 
-~- Several things which they thought should be considered 


as justi,fication for that surplus. It is quoted in the 
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brief here at one point, too, 

MR EVANS: Now, on pages 8 and 9 of Chapter III -- 
page 63 and page 64 of the printed brief -- there is a 
reference to the elimination of unnecessary expenses. Do 
you think that management is incapable of making efficient 
use of labour and materials? 

A. Nos not that they are incapable, no. 

Wen) ‘Petre. "UNere. we cally “atircrence vO be eleaned 
from reading that section of your brief, you do not want 
it to infer that there is any lack of efficiency on the 
part of management? 

hy) 6hWelt;, “there “1s “a distinction between being in- 
capable and using their capabilities on every occasion. 

Q@. Then let me be clear. Are you saying that they 
are capable but that they are not using their capabilities 
to make the best use of labour and materials? 

A. There is always the temptation, if any automatic 
formula is “being established here for a rate increase, for 
management to come in and say, "We have spent this much 
money, consequently we should have a rate increase to 
cover it." It is to guard against the possibility of that 
sort of thing developing that we feel that the Board 
should have the right to at least take things of this kind 
into "consideration, '"r do not think’ you can put down 
in specific form just what they should do about it, but it 
should not be possible to have either management, or to 
some extent labour in the second case, simply come in and 
say, "Well, this is the way the thing is being done, this 
is how much money is being spent for materials and for 
labour, and so on, and therefore automatically we are 
entitled. to a rate increase to cover it." 

Q. You thereby rather suggest that, although manage- 


ment is capable, it is careless in the use of labour and 
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materials? 

A, It may be careless; it may find that for a series 
of reasons it is not possible to resist certain tendencies. 

Q. And then do you think that the Board could 
stiffen their resistance? 

Q. Yes; to some extent reinforce them on some points, 
yes. 

Q@. I suppose this also is a matter that is really a 
matter to be considered usually in rate cases, and not a 
continuing matter? 

A. To would think so; yes. 

Q. So that here again the Board would then have to 
make a survey of the efficiency with which labour and 
materials had been used and were then being used, in order 
to determine the level of rates, on each case? 

A. Yes, or a continuous check to keep in touch with 
what was being done. 

Q@. Now, which do you say, because I am--- 

A. Well, the suggestion I think is a continuous 

check on it. If they have the authority to do something, 
they would have to know what was going on, yes. 

Q. Did Manitoba present its views to the Board in a 
recent case in which the Board was considering the number 
of men to be employed on section gangs? Did it present 

its views to the Board on that? 

A. No. 

MR McLEAN: Do you think they would, with an 
election coming on? 

MR EVANS: Well, I am naive about elections, Mr. 
M cLean. 

Q. But there was about $8 million involved in that, 
and I was wondering whether it would not have been proper 


for Manitoba, holding the views it does about those 
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matters, to express its views on these subjects? 

A. I would not say necessarily for Manitoba as the 
Government. It probably would have been quite proper for 
a number of other people to have done it. It might have 
been proper for Manitoba as a Government to have done it 
also, but for obvious reasons that could not be done. 

Q@. Doesn't it get down to this: Supposing the rail- 
ways were asked by the Board to accede to the demands of 
the applicants, and that thereby they incurred this 
additional $8 million of expenses, but sometime later 
public opinion comes along and says, "We can't stand that 
$8 million added to our freight bill; you can't have that 
increase in rates to cover that" -- now, is not the time 
for public opinion to express itself through your Pro- 
vincial Government and others before the Board when they 
are hearing these cases? 

Petds THINK SOe Vest Logically, yes: 

THE CHAIRMAN: Mr. Evans, we will adjourn now. 


---The Commission adjourned at 4:45 p.m. until Thursday, 
November 17, 1949, at 10:30 a.m. 
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ROYAL COMMISSION ON TRANSPORTATION 
© Ottawa, Ontario, 
Thursday, November 17, 1949. 
MORNING SESSION 
R. E. MOFFAT, recalled: 
CROSS -EXAMINATION RESUMED BY MR. EVANS. 
MR. EVANS: Before going on with my cross-examination;, 
I would like to draw the Commission's attention to 
Several matters that were to be looked up yesterday. 
The first of those was to do with the Suggestion by 
the witness at Page 8925 of this records schat surplus 
was tied to the necessity for improvement of the 
service. 
THE CHAIRMAN: Would you please repeat that 
phrase. 
MR. EVANS: The request for the surplus in the 
rate cases was tied to the need for improvement in 
the service, and the question and answer that gave 
rise to that is at Page 8925 ofour transcript here. 
The first reference I want to give the 
Commission is to the argument and evidence in the 
el per cent Case which explained that in detail. 
i am nou eoing to give 1t al), but To wild give the 
Commission some of the highlights of it and the page 
references. In my argument at Page 16,101 in the 
el per cent Case extending to Page 16,111, I reviewed 
the evidence and the cases on the question of Surplus, 
and the references to which I would like to draw 
your attention are to the evidence of Mr. Liddy at 
Page 3510 in the transcript of the 21 per cent Case, 
and I will just read one answer from that. 


'L will try to explain it to you, sir. 
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The conditions reflected under my foundation 
exhibits are such that there is an amount of 
expenditures for additions and betterments 
which do not represent any enlargement of 
plant, but merely represent the replacement 
Of the existing plant’ in* ita present condition, 
improving it only to the extent that moderniz- 
ation is necessary and largely reflected today 
in the increased costs of replacement over the 
cost of the units retired due to higher prices." 
In cross-examination again he makes a further 
explanation: 
"Now, we claim we are entitled to keep our 
transportation facilities in tune with the 
demands of the public. We are not asking for 
any money through our income account to increase 
our plant, to expand it or to handle more 
business than it ever handled before. We are 
Simply asking that our plant be maintained under 
the conditions that exist and under the demands 
for service which the public expect us to render." 
Then there was a good deal more of cross- 
examination, and the evidence of Mr. Liddy was supported 
by the Financial Vice-President at Page 3973 Of the 
transcript in the 21 per cent Case, and the substance 
of that evidence was that where there was no increase 
in capacity or expansion involved, the necessity for 
keeping the plant in condition required something more 
than the mere accrual depreciation and that a surplus 
waS necessary. He said that in his view unless there 
was such a surplus, insolvency would inevitably result 
because of the increase in’ Tixedyehearges, that all 


these matters had to be the subject of borrowing. 
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Then the Board's Judgment in the 21 per 
cent Case, that is 38 Judgments, Orders, Rulcos and 
Regulations, at Page 26 of the printed copy, the 
pamphlet copy, deals with the question in detail, 
and at the top of Page 27 one aspect of the necessity 
for surplus is referred to. The Judgment reads: 

ML thinks Ghat. a reiiway is. entitled to. a 
reasonable surplus over and above fixed charges 
and dividends. A railway company, as in the 
case of other et nines Should have something 
in addition to "come and go on," to provide 
for contingencies and to help equalize the result 
of poor years with good years. And to have 
something, if necessity arises to put back into 
its railway operation undertaking for the 
improvement of the services which it is. re- 
quuvred to .furnish. wTnhav 18 apart.from major 
capital requirements. This is how the board 
viewed the matter in earlier decisions." 

Now then, there are a large number of 
decisions of the Board and the Board reviewed those 
in the Judgment of the 21 per cent Case and found 
that the amount of the surplus asked for was somewhat 
less than had been. given by the Board to other utilities 
in other cases. That review of those cases appears 

| at Page 27 of the Judgment I have just, referred to. 

Now then, I will come back, if I may, in 
another connection to that matter of surplus, but 
then on the independent study of maintenance, the 
suggestion yesterday was that there had been no 


adequate study of the maintenance question. 


(Page 8933 follows) 
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Now then, I referred to two studies that were 
made, one by the Board independently send one by the 
provinces themselves, and I went to give the Commission 
the references. Early in the 20% Case the question 
arose as to whether the materials supplied to the Board 
for its own study should also be Supplied to the 
Provinces in addition to what the Board hed ordered us to 
Supply to them, and st page 295 Mr. Carson spoke to the 
matter and discussion followed and the Board at page 298 
Said thet in fact that was for the Board's private 
information and that it did not feel that the informetion 
Should be supplied to the provinces. The importance 
of that, my lord, is that the Board did quite independently 
of the parties, » make a Study of the maintenance question. 

Now, on the other matter, a large number of requests 
were made by the provinces for information for their 
technical people to satisfy Pheuserree io the maintenance 
question, and after many conferences and the Supply of 3 
great deal of information, there had been correspondence 
indicating the nature of the requests, snd 1 wrote ea 
letter to Mr. MacPherson which rather summarizes the 
history of these conferences. That letter is one dseted 
Februsry 16th, 1949 and was put into the record as 
Exhibit 153. and I would just like to read one or two 
paragraphs from it. This is ea 1étter from me to Mr. 
MacPherson: 

"Our engineering and accounting officers arrived 

from Montreal last evening with the data requested 

by venir cree letters as we had interpreted them 

in our discussions. You and Mr. MacDonald then 

met us end the data was put before you and considerable 

discussion followed. At the conclusion of our 


meeting you told us that the data we had furnished, 
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gave you the information sought by your letters 

but that you would let us know before midnight 

tonight whether you would require any 

original records in respect to any of the 

items included in such data". 

Then on enother paragraph: 

"Before we broke up last evening we also 

pointed out thet the engineering and 

accounting officers had come to Ottawa 

especially for the purpose of offering 

any explanation you might desire. Some of 

them had been unable to obtain accommodation 

in the hotel but we told you we would kedp 

them in Ottawa if you desired it. Both you 

and Mr. MacDonald told us that there was no 

need to keep them here further and that they 

could return to Montreal," 

Now then, further on the question of maintenence, 
some reference was made yesterday to the decision in 
the review which was delivered by the Board in September 
last. I think I should also refer your commission to 
this part of the Judgment. At page 4 of the printed 
pamphlet, that is in the so-called 20% Case or 8% Case, 
which ever oné you choose to call it, and the Judgment, 
as the Commission will observe, is divided into two 
parts and the Commission will also understand that the 
hearing of the application for the 20% increase in 
rates coincided with the review of the previous decision. 
The two ere indistinguishable in the proceedings. 

Now then, et page 4 of the printed pamphlet the 


Judgment says this: 
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"Deoling first with reference to the Board 

by Order-in-Council P.C.4678, in my opinion 

no new evidence was furnished the Board or 

new matters drawn to its attention whoch 

would justify disturbing the findings of the 

Board with respect to the following matters: 

(a) As to the propriety of the maintenance 

charges submitted by the Canadian National 
and the Canadian Pacific Railways for rate 
making purposes. 

(b) As to any requirement by the Board as to 

the manner in which the deferred maintenance 
reserve should be drawn upon. 

(c) As to the requirements out of railway 

earnings for surplus of $15,235,000." 

Now then, two other matters. There was a refernce 
yesterday by Mr. Shepard, I think it was, to the 
evidence of Mr. Northey Jones. It is on the 15th, 

At page 8682 Mr. Shepard is reported as saying this: 
" Mr. Chairman, just before passing on to the 
next chapter, I might make reference in passing 
to the evidence of Mr. Northey Jones. He was 
an expert called by the Canadian Pacific Railway 
in the 20% Case and the reason I think the 
reference is relevant here, is that he discussed 
the problem and gave evidence on the problem of 
the Canadian Pacific Railway raising new equity 
capitel, and the effect of his evidence and the 
cross examination of them by Mr. MacPherson 
wes to indicate 3 very large increase in freight 
rates in order to provide to the company a 
sufficient amount of revenue to attract new invest- 


ors - about- 40% to 50% increase in their rates, 


tA 


. 
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aqtde Pecell it! 

Now then, just to have the record straight, I think 
there was no such suggestion in Mr. Northey Jones! 
evidence and I think my friend will find that to be so. 
There is quite a difference. In the first place the 
Suggestion is that e 40% or 50% increase in freight rates 
would have been necessary. Now, the only cross examination 
dealing with that wes the cross examination by my friend 
Mr. MacPherson of Dr. Dorasu. Now Dr. Dorsau gave the 
information that a return of 8.2% would have been proper 
for the Canadian Pacific on its depreciated investment 
basis. Now, that would have been approximately 
$82,000,000, not $82,000,000 in additionto what it 
had but $82,000,000 in all, net earnings efter operating 
expenses, Now then, Mr. MacPherson sought to show thst 
if the company was to be required to earn that amount of 
money, an increase not of 20% but of 40% to 50% woulda 
have been necessary. Now in the case of Mr. Northey JOnes, 
I can give you before passing to that, the reference to 
Dr. Dorau's evidence on that subject. I do not want to 
take too much time. The matter to which I have just 
referred, Mr. MacPherson's cross examination on this point 
is at pages 2885 to 2889 of the 20% ease ond the evidence 
of Dr. Dorau as to what a fair return would be is at 
page 2863. 

Now then, Mr. Northey Jones approached this matter 
in an entirely different way. He made a hypothetical 
capital structure and he tried to envisage how the 
capital would be raised and what proportion of it would 

be debt capital and what proportion of it would be 
equity capital, and he arrived st necessary earnings to 
attract equity capital not of $82,000,000, which was the 


difference bretween what is a fair return, weighing all 
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factors and what Dr. Jones thought would be necessary to 
attract equity capital, and his evidence was not 
$82,000,000 of earnings but $66,650,000 of earnings. Now, 
that will be found at page 2582 of the transcript in the 
20% Case and it amounted to a 62/3% return on the 
depreciated book investment of the Cinadian Pacific. 

Then I have got one more reference and this comes of 
the question osked by Dr. Innis. At page 8539 Dr. Innis 
asked Mr. Moffat whether there was any information as to 
the number of employees in the different categories of one 
of the tables Mr. Moffat had in his brief, and Mr. Moffat 
replied thet he knew of none or they were not available to 
him, or something of that kind, and I looked up an exhibit 
in the 21% Case and I find that as regards the Canadian 
Pacific, Exhibit 118 sets out the categories of employees, 
both in terms of remuneration in total for each group and 
also in terms of the number in each group. 

COMMISSIONER INNIS: That is for both 1946 and 1948? 

MR. EVANS: For the years 1939 to 1945 inclusive. 

COMMISSIONER INNIS: That is to say, it does not 
perallel the table which I was quering Mr. Moffat about? 

MR. EVANS: Oh, you had reference only to the presmt 
yeer? 

COMMISSIONER INNIS: I was just wondering whether you 
had the 1946 to 1948 figures? 

MR. EVANS: That was brought down to date. If you would 
Mike wit bacan tee EG. 

COMMISSIONER INNIS: Thank you very much, 

MR. EVANS: Now then, if I may - 

MR. MecPHERSON: My lord, my name has been referred to 
by my learned friend two or three times and I do want to say 
just ea word in connection with it. So far as the cross- 


examination of Dr, Dorau was concerned, he has referred to 
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the evidence. I want to refer to the exhibits as well, two 
exhibits in the 20% Case, one at 4992 and the other 4993 
and these, which Dr. Dorau exhibited, indicate that what 

he suggested would mean an increase of approximately 50% 

in rates would be required to produce sdditional revenue of 
$73,000,000, 

Now, on the other point, if my friend wants to go into 
it, he quoted from certain letters and mentioned a certain 
meeting we had with their experts. That meeting was held 
at the very teil end of the hearing of the 20% Case. We 
had no notice that these gentlemen were in town that night, 
as my friend well knows. I make thet statement of fact now. 

MR. EVANS: I deny it because we arranged with you that 
they would be there. 

MR, MacPHERSON: Not that night, and as a matter of 
fact I propose later, if my friend wents-as I said yesterday - 
to fight out that issue in the 20% Case,we will be glad to 
do so. 

MR. COVERT: Mr. Chairman, I do not know whether the 
gentlemen want to fight out the issue or not but I do not 
think it should be fought out here. We have a witness pre- 
pared to go on the stand and we have other witnesses waiting 
to be heard this afternoon and to-morrow, and I don't think 
this 2S the place’ to fight it out. 

MR. MacPHERSON: I would not have raised it, Mr. 
Chairman, but for the fact that these lines were read and 
I did not want that to go unchallenged. 

MR. EVANS: I do not want this to t unchallenged either. 
My friend said it was at the end of the case, The case ended 
on April 6th end this letter was written on February 16th. 
The case was commenced on January llth and culminated in a 
long series of discussions. 


THE CHAIRMAN: It is all about questions addressed 
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to Mr. Moffat yesterday and answered by him es to the 
propriety of certain figures being allowed. Now are you 
trying to say,Mr. “Evans, that Mr. MacPherson, for instance 
admitted certain things as being proper? 

MR. EVANS: No sir, I am only suggesting that if anyone 
comes here end says that a study of the maintenance question 
was not made by the Board and was not open to the parties, 
that that is not 3s corrgect statement. I merely offered 
that letter as indicating that we have had our experts there 
and we have had discussions from time to time and supplied 
information, and then we got what we thought in fairness they 
said: "You do not need to hold your experts here. We have 
got what we asked for", Now whet can be wanted - 

THE CHAIRMAN: In other words you say this, that this 
maintenance question was considered by the Board and all the 
required evidence was there? 

MR. EVANS: Yes sir. 

THE CHAIRMAN: Does Mr. MacPherson say no? 

MR. MacPHERSON: No, I do not say that at all, Mr. 
Chairman. I do not say no but what I do say is that my 
friend, Mr. Evans suggested yesterday or indicated the 
readiness with which the company furnished information which 
wos asked for by the provinces, 

THE CHAIRMAN: ‘That 16° rather se side issue, 

MR. MacPHERSON: That is what I said yesterday but it 
was raised again this morning. 

THE CHAIRMAN: I don't see why we should thresh that 
out here. Well, you have put it on the record anyhow, 

Mr. MacPherson, but you are not asking us to decide an 
issue between you end Mr. Evens? 

MR. EVANS: No, not at all. I am only asking to get 
this on the record because the brief of Manitoba suggests 


that an insufficient study was made of maintenance expenses. 
(Page 8943 follows) 
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MR McLEAN: I think quite properly in the words 

of the judgment, sir. 

MR EVANS: Page 4. 

MR McLEAN: Subsequently, at page 11, where the 

Chief Commissioner says: 
"I think that these maintenance costs will require 
further study before any decision can be given." 

THE CHAIRMAN: What judgment is that? 

MR McLEAN: This is the judgment of the Chief 

Commissioner in the 20% case, at page ll. 

THE CHAIRMAN: Was that ever followed up by 

anything? 

MR McLEAN: Well, actually this was only issued 

in September. 

THE CHAIRMAN: This is the last one. 

MR McLEAN: This is the last one, and an interim 

order was given, then--- 

THE CHAIRMAN: There could be something further 

to come; there is a reservation, anyhow, there. 

MR McLEAN: And he said: 

"Counsel for the Provinces . . . conducted a very 
skilful and able examination .. . and I therefore am 
of opinion that the question of proper maintenance 
costs as well as that of deferrea maintenance will 
require further study by the Board in the light of 
additional information and accounting procedure which 
may flow from the recommendations of the Royal Commis- 
Sion, which has been asked to investigate the account- 
ing procedure for the railway companies. 

THE CHAIRMAN: Is that additional information to 
be furnished by the railways? 

MR EVANS: We do not know anything about that, 


Sir, but we do know that the Board «xin review in the 
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same judgment said that nO evidence had been adduced 
before it that justified any finding that the level of 
maintenance expenses was not proper. I do not know what 
the Board had in mind; it may have had in mind something 
to do with accounting practice, because it is mentioned 
in connection with accounting. There is certainly no 
Suggestion in that as to the impropriety of maintenance, 
because they have expressly stated that the maintenance 
charges they did review are found to be proper and that 
the surplus is proper. 

THE CHAIRMAN: Subject to this, that they expect 
further evidence and further study to be made. Probably 
you might say they admit the principle is proper. 

MR EVANS: At least they have found that our 
maintenance expenses are not improper for rate-making 
purposes. That is expressed in the finding at page 4. 
What they had in mind I do not know, about further study 
on maintenance. It is tied in the judgment td some sug- 
gestion of accounting practices. 

THE CHAIRMAN: I know even less about it than 
you do; but whatever you wished to unburden vourse lr of is 
on the record now. Cannot we proceed with Mr. Moffat? 

MR EVANS: Yes, sir, I am quite ready. 

Q. Now then, Mr. Moffat, I had put to you a question 
yesterday as to the condition we would be in if the Board 
heard an application for an increase of 25% and it could be 
shown that that 25% increase was needed for the standard 
of service demanded by the shipper and the competition, and 
we had discussed how you thought that the Board might 
reduce that to 20%, simply because public opinion thought 
that it could not afford to pay the difference. You had 
arrived at the point that you thought that in that circum- 


Stance a subsidy might have to be granted? 
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A. Yes. I objected to the words "simply because 
public opinion thought". I said if it was their judgment 
that in the existing state of public opinion and consider- 
ing other factors it was in the best interests of the 
country that the rate should not go higher. 

Q. I am not trying to get you away from that. I am 
not pursuing you or asking you to change your answer; I am 
just reminding you of the discussion. There was also dis- 
cussion of the railways having to go out and find some 
means of saving this money themselves? 

ae lea Sacerree yy 

Q. Have you looked at the density chart which appears 
in the Canadian Pacific brief, with a view to--- 

Ac. Yessonot toorgarefully, but I know the chart.you 
are referring to, yes. 

Q. I suggest): to you that from that chart you can 
determine the extent to which there are what we call low- 
density lines, and I suggest to you that the Canadian 
Pacific has 41% or 6901 miles of line which produce less 
than 250,000 net ton miles per mile per annum? 

A. Yes, but. net ton miles per mile per annum by 
itself is not a measure of whether the track is operating 
up to capacity. It depends upon what kind of track you 
have, it depends onwhether you have block signals, and a 
lot of other factors. Just a straight figure alone does 
not tell you anything. 

Qo wMy ionly point is that this condition does exist? 

he Ch, ayes: 

Q. Now, if 41% of the lines have the density under 
that figure--- 

A. That is probably true. 

Ooe JTtoquicesobviiously lepenGhin.aensity line? 


A. Yes, but there may be a thin capacity line as well. 
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You cannot tell anything without looking at the two 
factors. 

Q. Are you prepared to offer your opinion that a 
line delivering less than 250,0@net ton miles per mile 
per annum is not a low density line? 

As It Conceivably might mot be. It might be handling 
all it could handle on that particular line. 

Q. Is that your opinion as a transportation expert? 

A. No, not my opinion as a transportation expert, 
but you have to take the capacity of the line in different 
cases as well as the result. 

Q. Yes, but can you imagine a railway line that 
would not have much more capacity than that? 

vel ero NOt: KNOW. 

Q. I suggest to you for the purpose of this question 
which is to follow that that is a substantial number of 
thin traffic lines. Now, if the Canadian Pacific were 
told that it could not have the amount of money that was 
needed to maintain the standard of service which the 
Board thought was required by the shippers and by competi- 
tion, would you agree that they should be able to save 
money by going out and abandoning some of their lines, the 
thin traffic lines? 

A. It might be some of the thin lines; it might be 
Some of the most heavily travelled lines, on which the 
costs have been built up to the extent that the losses 
might come there. 

Qe My question was, would you agree that they might 
do that? 

A. They might do that, yes. 

Q. Has the Province of Manitoba taken any position 
in Bomnest isp with some abandonment cases, to your knowledge? 


A. No, Ido not know. I would rather suspect -- I 
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am not speaking from ee but I rather think that 
they probably opposed some abandonment cases. 

2. I think I agree with you. 

A. Ido not know of any of them in detail. 

}. Supposing they wanted to abandon some of these 
thin-density lines because of their need for money, and they 
were opposed and the Board refused the right to abandon, 
what then? They have to make this additional saving to 
live within the budget the Board has fixed for them. What 
would they do? Abandon these lines? 

A. Well, there might be some other of these ways of 
Saving money as well; they might be on the high-density 
lines and the high terminal costs in some of the eastern 
cities. 

Q. Then somebody would have to say, "Don't abandon 
the lines, do something in your terminals" -- ig Bhat 207 

me That might be, or the railway management might 
have to decide it. 

Q Supposing the railway management wanted to abandon 
these lines, they thought they could save a lot of money if 
they did abandon them, would you say they should be allowed 
to abandon them? 

A. Well, there are more factors involved in railway 
transportation than just the one question of the cost. That 
is the one point that we have been making all through the 
brief. I agree that the problem has to be looked 2c: the 
Size of the possible Saving has to be measured against the 
Shall we say cost on the people who are getting the service, 
the extent to which the community will be disrupted, and some- 

body has to reach a decision as to what the over-all eltect) 28% 

Q. You see the position you have put us in; on the one 

hand you have said," The public Say we cannot keep up this 


Standard of service, and therefore you cannot have the in- 
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crease,"and when the railway comes along an< says, "Well, 
now, we cannot justify any standard of service in a 
certain community," you then say that the pubizte should 
be able to say, "Well, you must give it nevertheless." 
Don't you put us in an impossible position? 

A. If you carry it to the extreme, Yer, 2016 gn 
impossible position, but someone has to weigh the possible 
Savings against the disruption that is involved and reach 
a decision, that is right, and if it is carried to the 
extreme, to say they never can abandon tines, that is 
ridiculous; nobody would take that posivrons, bic, on the 
other hand, I do not think anybody would take the position 
that they should automatically abandon a line as soon as 
it begins to show a small loss; it depends how big the 
toss is. 

Q. Yes, but you really get us in a position where 
you first cut our rates, on your ability to pay, and then 
you prevent us from making the Savings with that forced 
on us? 

A. Except that there are a lot of other places where 
Savings might be made besides low-density lines, with low 
cost operations as well. 

Q. Are you familiar with the avenues for saving? 

A. Not particularly, no. 

Q. Then may I pass to the discussion of Chapter ai aide 
page 10, of your brief, page 64 of the printed brief. You 
recommend there that the Act regarding Canadian National- 
Canadian Pacific co-operation be changed so that the Board 
Will take into account available evidence on jee are: 

A." Yes. 

Q. Now a very short series of questions. Let us 
Suppose that it should be found that the Canadian Pecific 


Was’ Sac fault tn-not carrying out a co-operative measure, 
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and that the fault had been established in this inquiry, 

would you penalize the Canadian National in its rates 

because of the fault of the Canadian Pacific to co-operate? 
No? hidowmoscthinkuss. 

@. Well, reverse it; if it was the Canadian National 
which was at fault, would you penalize the Canadian Pacific? 

Wi PRA ANGUy think so: 

Q Doesn't that amount to this, then, that it is not 
a practical matter to go into an inquiry of matters that 
require the action of the two, in rate cases? 

A. Well, what that means is that it is impossible to 
administer that Act, if that is true, and I think this 
section is a very unsatisfactory section. 

Q. I am not suggesting that to you at all. 

A. I do not mean the section of the Act; I mean this 
section of ithe ‘briefiis unsatisfactory. inthis sense, that 
the problem there is one on which there is no good answer. 
This is an attempt at something that might conceivably be 
useful. The present situation is completely unsatisfactory. 
This might be an improvement; it is not perfect by any 
means. 

Q. I am not suggesting to you that there is not some 
value in the Canadian-National Canadian Pacific neta Lao 
not want to be understood as saying that. What I am sug- 
gesting to you is that the part of your brief which suggests 
that it should be a part of the inquiry in rate cases to 
make this inquiry, is unsound, for the reasons I have given. 

&. No; I would not agree with that, because if it is 
not taken into account in rate cases, then there is no other 
place where any effective action could be taken without 
direct interference and direction, and that is the one 
thing we have been trying to avoidhere, is having a body 


come to the railways and direct them exactly where they 
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Should take action on this or that. point. If you are not 
going to that point, which we do not advocate anybody 
doing, then the only other place you can do anything 
effective at all would be to take that kind of thing into 
account in the rate cases. 

de 4¥OUWeCOwL not penalize the railways; there are 
ways of penalizing them without that, only then you would 
penalize the one who was at fault, wouldn't you? 

As »pWedl, I do .nothsec .any other way of penalizing 
them. 

GuweYOU Co noe? 

A. Exeept directly stepping in and telling railway 
management how to run their affairs, which is the one 
thing wenarestrying to avoid, 

dv Well, Lam glad »to.jhear..you,. say, that. 

THE CHAIRMAN: Mr. Evans, has the question ever 
arisen of differences of opinion between the two railways 
in regard to measures of co-operation? 

MR EVANS: Oh, I think there must have been many 
cases. 

THE CHAIRMAN: I mean before the Board. 

MR EVANS: Oh, mo, sir; they have been able to 
resolve their differencesawithout referring 1. to..an 
arbitral tribunal. 

THE CHAIRMAN: The Board has never been con- 
fronted with a desire by one railway to abandon acertain 
lines or to co-operate, and opposition by the other railway 
to the co-operation? 

MR EVANS: Perhaps we are at cross purposes. 
First, the Board as a Board has no jurisdiction at the 
moment. 

THE CHAIRMAN: Yes, they say they cannot inquire 


into the results, that those things go before Parliament, 
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but on any occasion such as an inquiry on freight rates, 
for instance, has it ever been shown to the Board that 
money might have been saved here if the C.P.R. had had its 
way, or on the contrary that money might have been saved 
or might be saved in the future if the Canadian National 
had had its way? 

MR EVANS: No, sir. 

THE CHAIRMAN: One company opposed to the other, 
in this respect, that they cannot agree. 

MR EVANS: No, that has never been argued before 
the Board. 

THE CHAIRMAN: You are assuming a case now where 
it might occur; you are assuming a case where it might 
occur, through the fault of one of the railways, that the 
measure of co-operation is not embarked upon, and you are 
asking what should be done in such a case. Should that 
be reflected in the allowance with respect to freight 
rates which would affect both railways in the same way? 

MR EVANS: “That is the difficulty I see, in 
making these an integral part of a rate case. There are 
other ways of reaching the defaulting party in my submis- 
Sion. 

THE CHAIRMAN: But I am taking it the way you 
pur it. 

MRVEVANS: "There 2S one other thing I think’ ts 
required,in answer to your quesGion, sir, and that is this, 
that whenever the co-operative measure has reached the 
point of agreement, as has been the case in a number, and 
the Board's authority is requested for the right to abandon, 
then we find in many cases the objection raised by inter- 
ested persons, including many of my provincial friends, 
and a rejection by the Board of the right to abandon, in 


view of that opposition. 
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THE CHAIRMAN: That then is an application for 
the right to abandon made by both railways by agreement. 

MR EVANS: Yes. 

COMMISSIONER INNIS: Have there ever been cases, 
Mr. Evans, in which agreements have been made and perhaps 
carried out over a period of years, and then there have 
been complaints as to unsatisfactory Nothing out of the 
agreement, and attempts to cancel? 

MR EVANS: Attempts to cancel a joint co- 
operation? 

COMMISSIONER INNIS: Yes. 

MR EVANS: Well, there have been. I do not know 
that I could give you the cases; whether they arose as a 
result of the normal co-operation of railways in joint 
facilities, or whether they arose under the Canadian 
National-Canadian Pacific Act, I,could. not..say -~.Isde not 
recall any under the Act -- but, as you may well know, the 
sections of the Railway Act 151 and 152 and that series of 
sections has been utilized by the railways on many ice 
sions to apply to the Board of Transport Commissioners for 
the right to operate on the line of another railway, and 
under 193 the Board has the power to permit that against 
the will of the owning railway. They have exercised that 
Very rarely, 

THE CHAIRMAN: You say they exercise that very 
rarely.. 

MR EVANS: Very rarely. 

THE CHAIRMAN: Have they ever exercised it? 

MR EVANS: Oh, yes. One that comes to my mind 
is a case up in Goderich, Ontario, where the Grand Trunk 
and the Canadian Pacific -- I have forgotten which was which, 
but one wanted to ane line of the other and the other 


objected, and the Board ordered the objecting line to 
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permit its line to be used. 

THE CHAIRMAN: And the line was used? 

MR EVANS: So far as I know. I am speaking 
from long memory -- it is probably in the time about 1910 
ope logo -Bbutl i ywould*berteladete LookVit Go tf tiisg .of 
interest, 

COMMISSIONER INNIS: That is to say, before the 
Canadian National-Canadian Pacific Act. 

MR EVANS: Yes. And there have been numbers of 
joint facility agreements and joint facilities of all 
kinds operated by the two railways in co-operation with 
one another before this Act ever arose, and’ there still 
are matters that do not come under the Act at all. 

COMMISSIONER INNIS: I was just wondering whe- 
ther the whole co-operative Act may have gone too far 
in some cases, and probably should be unscrambled; but I 
am not sure whether there is anything in that. 

MR EVANS: I am not sure that I understand what 
you mean by going too far. 

COMMISSIONER INNIS: Well, going so far as to 
arouse a good ‘dealvorf’ restiveness' oni the part of) those who 
have entered into the agreement, and a feeling that they 
would like in some way to have it cancelled. 

MR EVANS: I do not think that any agreement has 
been made where the parties have tried to have it can- 
celled under “that Act; I do’ not recall it. 

THE CHAIRMAN: When you say "that Act", you mean-- 

MR EVANS: The Canadian National-Canadian Pacific 
NOUS 

THE CHAIRMAN: I see the sections of the main 
Act are quite elaborate, about getting together, agreement 
for interchange’ of traffic and-running rights, and so on. 


COMMISSIONER INNIS: Perhaps I should not have 
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raised the question of getting together, but rather the 
question of the possibility of getting out. 

MR EVANS: . They are usually for a term if they 
are made under the ordinary sections of the Railway Act. 
The Board usually limits the term to twenty-one years. 
Ns a matter of fact, the Act limits it to twenty-one 
years, ana if) there isa term beyond that, then usueliy 
a statute is necessary, and there have been a latlarge 
number of long-term agreements made between the railways, 
confirmed by statute because of the length of term. 

THE CHAIRMAN: Then all this discussion is an 
elaboration on the simple question put to Mr. Moffat 
as to whether, in case the two railways did not agree on 
some measure of economy because one of them held back, 
they should both be penalized in their freight rates. 
That is the whole question. 

MR EVANS: Yes, sir. 

THE CHAIRMAN: How can Mr. Moffat answer that? 

MR AEVANS: I was asking him whether he, as a 
matter of principle--- 

THE CHAIRMAN: It is something that has never 
occurred, to begin with, purely academic. 

MR EVANS: May I put it this way: it is more than 
academic, because, you see, the brief--- 

THE CHAIRMAN: For the present it is academic 3 
it has never occurred. 

MR EVANS: Oh, no; it is because of their pro- 
posal that these matters be taken into account in rate 
cases, and I am testing the propriety of the Suggestion 
of that kind by asking him how they could take it into 
account in rate cases without doing substantial injustice 
perhaps to the innocent parties. 


THE CHAIRMAN: Yes, but only in the case where 


ae We, eat 
\ toh gel any 
‘ 


‘a a Ld by 
3% vista 


Oo 


Wt OS 


F 

: ah oe Se ea al a] we 3 ek 

4 aX sweet o iW IS SWws = i eit Buona a Re fy Sf om rom ae 
wing 

Kemet att eet ay eye * 4 

, en (o Hdartc S edt Se sgupoed odeyade Yd Deeres sm9 
sty ae ay 4 regret a a 7 ait : 
a) » o oe ¥ Be * a Fire 5 2 

ie ak aofeomoetr As fie wer? — (ae ae eee Te \ 


aye 


tea. te a Shhigbenon ‘ase te ae 


os 


Span 


¥ 


heey, 


- ofts erie ; . 3 

a Raney 

Foe re oe one ana abet 
Jane ae a 


thee sal dese 


= ey 


acon : 


7 


ie Hs) 


“to ween 


y goyed ¢feioet +hedd af baslisneg ad died eiveae wah 
, Pi 7 iy 
: - k : i 
ch osteo Slodw ont ek eee 
i: : i ce 
’ 2 t 
P ; tr wand 4 58% ye ti ; ; 
i Pa i a ee ae hs phere eh ASPR 1-7 
rs : 1 
y ven 
od Vereen 5 ey Oy 7 ; me or me ag TT, Li Vays 
" <a SF a cal baie ow 1 ; 1 AECL. a => "y i 
- « < : 
if a 2 a} 
a i, , Gi P ear {02h OPEN a Seal ai Fy Ne 
; . a So 
. =eletoniaa Io settam 
nN 7 
i ; PD 
= Set : oh SNe ALA tires 
a aaren wl Tans As! ¥2 of THAME AO ee : 
} : 
Bebe ‘oo gilitke araed of HOTTIODD i 
a ; A + - . ai Vt ey a Hey Tan ; > hs m 
Bed? ofom et df ivew atdt of deg 2 veh Foeave AM aT vee 
a . sh s 
Mi ---taiac etd ,eon voy, dBogosd .oLmeaeoe 
nA ; | , : aN 
|  eetebers Gi ti tHesanq ola 4 SRAMBS ANS ABT HN 
> id 4 
ng 7 
D i erent eerste) aoKon aon th 
- 
avg “eb< ‘ Weosd 2h, t£) to gO FRAY, Ae 


TB Tm OBE ree 


- 8952C- Mr. Moffat, cr-ex. 


two parties were not in agreement, where one railway 
wanted to do something and the other disagreed. 

MR EVANS: Quite. 

THE CHAIRMAN: And you say such a case has 
never arisen, and you are putiing it now hypothetically 
to Mr. Moffat that what he thinks ought to occur in 
fixing freight rates sif such a case ever did arise is 
not thewhole question. 


MR EVANS: Yes, but--- 


(Page 8953 follows) 
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THE CHAIRMAN: You can answer it as you like. 
Have you any opinion to give us as to what might be 
done if this circumstance ever did arise? There 
might have been economy along certain lines that 
both companies had agreed, that one wanted to do 
and one held back, and then when you fix your freight 
rates they must be applicable to both. Would you 
make the rates lower so as to penalize the good and 
the bad? 

A. Obviously the rates have to be the same 
for both companies and for all the smaller companies 
as well. It would not function at all on any other 
basis than that. All I could do is to repeat the 
reply which I gave to Mr. Evans a minute ago. 

Q. What is that? 

A. About all I could do is to repeat the reply 
I gave to Mr. Evans a few minutes ago, to the 
effect that I did not think that this particular 
scetion in the brief is a very satisfactory answer 
because in the nature of the problem there probably 
is no satisfactory answer; that it was our view 
that unless something of this sort were done, there 
would be no alternative method of enforcing this 
sort of co-operation except by giving specific 
directions to the railways which would put the Board, 
or whoever it is, right in the railway operating 
business, and certainly no one is suggesting that 
should happen. To avoid that, this seemed to be 
the only alternative. 

COMMISSIONER ANGUS: But if one railway proposes 
a co-operative agreement that would effect economies 
and the other railway refuses, do you think there 
should be swme arbitration procedure laid down by 
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THE CHAIRMAN; Is not some arbitration provided? 

MR. O'DONNELL: There is in the Act, as it 
stands, my lord. 

COMMISSIONER ANGUS: Is the arbitration confined 
to the operation of an agreement or does it go so 
far as to decide whether an agreement should be made 
Or noc? 

MR. EVANS: Yes. 

MR. O'DONNELL: Section 17 and following, my 
lord,of the Pe LNG OrovV isin. 

COMMISSIONER ANGUS: Does not S€ction 17 take 
over primarily the interpretation of an agreement 
and the measures to put it, into effect ionce it 
has been made? 

MR. O'DONNELL: This section as I understand 
it (I have not read it lately) would allow of 
agreements being made or being imposed where one 
of the parties might not be willing to enter into 
an agreement. Then the arbitration tribunal could 
be set up, and the decision, as I understand it, 
WOULG De binging «Tt is8.under Section 22,°Dr. Aneus. 

THE CHAIRMAN: What section? 

MR. O'DONNELL: (Section 22: 

"An order or decision of any tribunal shall 
be binding upon the National Company and the 
Pacific Company and shall have like force and 
effect as an order of the Board of Railway 
Commissioners for Canada made in a matter 


falling within the Board's jurisdiction.’ 
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COMMISSIONER ANGUS: Taking Section 17, does 
it actually give the arbitration tribunal power to 
decide whether an agreement proposed by one party 
Should be made binding on the other without its 
consent. 

MR. O'DONNELL: That is my understanding. 

THE CHAIRMAN: It seems rather to point to an 
arrangement having been made and then requiring 
interpretation because of a disagreement, and arbi- 
tration is to determine what the meaning is and what 
ought to be done. 

MR. EVANS: I have not got the other sections, 
but the concluding words of sub-Section 2 suggest, 
you see: ", . . whether or not such an agreement 
was in consequence of an order of the tribunal”: 
that rather suggests that somewhere else in the 
Act --- 

THE CHAIRMAN: Did you say Section 2? 

MR.eEVANS: Sub-Section 2 of Section 17. You 
see at the conclusion there --- 

THE CHAIRMAN: "A tribunal shall have power and 

jurisdiction to settle and determine disputes 

between the National Company and the Pacific 

Company, which it was erected to dispose of’. 
That means a dispute has arisen. 

MR. EVANS: Yes. 

THE CHAIRMAN: And this tribunal has been 
erected ,, as. they, put it, to. diepose of that dispute, 

but does not the dispute itself come along from 
an agreement entered into by the two companies? 

MR. EVANS: But the concluding words say ‘whether 
Or not such agreement was in consequence of an orcer 
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THE CHAIRMAN: ". . . of an order of the tribunal"? 

MireeiVvANow Wes and then if your lookois.. 

THE CHAIRMAN: It seems to me, you see, that there 
is an agreement, ‘whether or not such agreement was 
in COnsequence ofan ordervor the tribunal! “2. Tt 
really amounts to the same thing. The two partacs £o0t 
together on something and their minds must have been 
made up. 

MR. EVANS: Yes, but there is a suggestion there 
that the agreement may have come about in the first 


place by an order of the tribunal. What I think those 


concluding words een --- 

THE CHAIRMAN: The tribunal might order two 
persons to do something, but how can the tribunal order 
two persons to agree? 

MR. EVANS: They can force--- 


THE CHAIRMAN: They can do something, yes. 


MR. EVANS: They could force a co-operative 
measure, they might force them to agree. 

THE CHAIRMAN: That would require "a study of 
the Act which we haven't got time to do now. 

MR. EVANS: I think we might perhaps argue that 
at the end. 

THE CHAIRMAN: Yes, that might be interesting and 
might be valuable. 

COMMISSIONER ANGUS: Mr. Evans, I was going to 
ask you, if your interpretation is correct and either 
railway can ask for a tribunal, supposing that it 
is offered an agreement which has been rejected, is 
not that an answer that Mr. Moffat could make; that 
in a rate case if an economy can be pointed to and 


one railway replies "we were ready and willing to do 
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it, but the other one would not do it", would not 
the answer then be "Did you ask for a tribunal and 
did the matter go to arbitration?" 

MR. EVANS: That might be, yes. 

THE CHAIRMAN: Now, you gentlemen here have 
been working under this statute for a number of years, 
firteen years anyhow, and surely you can. satisfy us, 
peltl us whan the situation 1s, what it covers, 
because your two companies have entered into certain 
agreements. 

MR. EVANS: Yes, but I. did not prepare myself 
to argue the statute today. 

THE CHAIRMAN: You would argue it against whom? 
Would Mr. O'Donnell disagree with you or what? 

MR. EVANS: I don't understand what your lordship 
means. 

THE CHAIRMAN: I think we are probably losing 
a lot of time because 15 18 not of any relevance to 
this one question you are addressing to Mr. Moffat: 
whether he thinks that in. certain eventualities 
whe re one company can point to economies which 
might have been made by co-operation and the other 
would not agree to that, therefore when it comes 
to the question of fixing rates, both companies 
should be penalized because of this refusal by 
the one Compamy to do something that the other 
Company wantedi to do. You asked him whether that 

snhoubd.come) sout in, freight rates. 

MR. EVANS: And he answered that question. 


THE CHATIRMAN: How has he answered it? 
MR. EVANS: He says he doesn't think that 


Should be the case. 
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THE CHAIRMAN: Yes, well, can't we go on 
to something else? 
MR. EVANS: Yes, sir, and I was hoping with 


respect, to do so, but I have been engaged in dis- 


cussion on various questions here. 
THE CHAIRMAN: You haven't done all the 
talking, I will agree with you. 
MR. EVANS: Now then, on page 11 of Chapter III 
(65 of the printed brief) we had some questions yesterday 
from one of the Commissioners to you as to whether you 
thought that the Board should in effect negotiate wage 
increases. Will you refresh my recoltection as, to. that: 
Do you think the Board should negotiate wage increases? 
A. The answer, I think, as I recall ity Wastin 
terms of a question with which I agreed, along lines 
that this brief was making no suggestion either tha: 
the Board should or that the Board should not become 
involved in that, that there were no proposals either 
Way On che point. 
Q. But you do take the position, do you not, as 
a province, that if wage increases in the view of the 
province are too high, rates should not be increased 
to meet those increases. 
A. In the view of the province? 
O1  XeESs 
A. I would not say in the view of the province. 
No one province can set itself out as a judge over 
national policy. In the view of whoever is determining 
national policy on transportation Maccvers, yes, but 
not any one province. 
THE CHAIRMAN: Pardon me a moment. You refer 
to national policy in what respect? 


A. On triansportation matters generally. The Board 
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of Transport Commissioners. It takes us back into the 
Same discussion we have had several times, the Board of 
Transport Commissioners in its relationship to the 
government of the day. 

Q. Well, you mean to say in Pi xine freight ratest 

A, Yes. 

era head, DUCK. Por Ons 

MR. EVANS: Then I would like to get clear on 
this. If a wage increase is negotiated by the railways 
and the increase is paid and it becomes the Subj ce tnof 
an application for an increase in EPrsignr rates, fa°%¢ 
your view that someone should have the right .to say, 
"The shipper shall not pay for that wage increase"? 

Awe Yes: 

2. Who would be called upon to pay? 

A. Well, that is a question that it is impossible 
to answer in a hypothetical way. 

Q. AS a matter of principle? 

A. It would have to be decided on the facts of the 
Situation at the time. It might come out in the form of 
@ rate increase; it might come out in the form Cra 
Subsidy; it might come out in the form of a directive 
which would set a certain level of rates and tell the 
railway companies to Operate on them as best they can, 


4 


either by improving efficiency or by taking steps to 
reduce labour costs in relation to the total volume of 
traffic, something of that sort. There are several 
possibilities. 

DX neOuthel tn the endidoesnttiit get..down.to.this, 
that with all these directives emanating from the 
executive arm of government, the executive arm of govern- 
ment is put in the position of negotiating the labour 


agreements of the railways because they could not safely 
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pay an increase in wages unless they knew that the 
executive arm was not going to direct that they could 
not get recompense in increased rates. 

A. Well, we are getting into another one of those 
cases where nothing is perfect, and where the alternative 
is less desirable than what is suggested here. The 
alternative is that if someone does not have the right 
to look over the situation, then the only alternative 
that is left is that of demanding that rates should exe) 
up to cover wages, which certainly no one would agree 
to. 

COMMISSIONER ANGUS: Is that the only 
altermarimne? sil tamnthinking of this POSSIDILITy that 
it might be possible for the Board or for an interested 
party like a province to be heard when the wage rates 
were being negotiated. 

Ae OXCR 

On  PoORyous Likes phat? 

Ae Yes, certainly) that possibility should always 
be open. 

THE CHAIRMAN: You would approve of that? 

A. Approve of the possibility of them appearing, 
yes. 

ye lets ta iconerete esse that is given ityou by 
my colleague. Would the province of Manitoba agree to 
Sit ina 

A. No, I do not say the province would agree to 
sit in, but would agree that they were an interested 
party and would have the right to say something about 
wages on railways if they have to pay increased rates. 

Q. Would they come forward and do anything? 


A. Ido not know what they would do. 
COMMISSIONER ANGUS: Well then, would it 
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follow that if they did not avail themselves of the 

right to sit in, they would accept the award? 
MR.EVANS: Now I would like to turn to 

Chapter V on page 4. The reference is page 77 in the 

printed brief. Now then, you are speaking there of 

the comparison between the figure for retirals in 1939 

as you have doubled them? 

fs. EVES 

Q. And the accruals for depreciation in 1948. 
Correct? 

Died SY, 

Q. Now then, in the first place that figure of 
28 million, as I understand it, represents the actual 
accruals in 1948 at the new higher rates which were 
not put in as part of the claim by the railways in the 
20 per cent case‘ 

A. That is) correct. 

228 °Thateis quite clear? 

A. Yes, that is the figure that appears in the 
C.P.R, annual report. It is not the same figure that 
appeared in the Board's calculations. 

2. So the record would be straight through, year 
in, at these new rates, which would reflect in the 
accounts presented to the Board in the 20 per cent case? 

ALOCYes, thas is- correct: 

¥. ‘Therefore this 28 million represents 2 sub- 
Stantial increase above what was the basis of the claim 
in the 20 per cent case? 

A. It represents the figure that was in the annual 
report. 

Q. -Now, you say that the size of this increase, 
that is the increase between 9.6 million which is double 


the retirals and renewals, and the 28 million, calls 
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for careful investigation? 

A. Did you say retirals and renewals? I think you 
may have. 

Q. I am sorry, I did say renewals and retirals. 

Aono hought yous did. 

Q. Is it your view that that matter did not receive 
careful investigation by the Board in these cases? 

A. Oh, dts.received carefulLconsideration by the 
Board, yes, and in the final judgment, the 8 per cent 
judgment which. came out. since this brief was recorded, 
they accepted our views. pretty largely on, that, point, 
onthe question of adopting, straight.; line. 

THE CHAIRMAN: On the question of what? 

A. On the question of adopting straight line 
depreciation in regard to rolling stock. That was since 
this briciqwas recorded. 

MR. EVANS:.,, They. did.not: accept: your views on 
the question as to whether road property should be on a 
renewal basis? 

A nw Thetwa'S COVrect.. 

THE CHAIRMAN: Road property should be on what 
basis? 

MR. EVANS: Renewal basis, that is part and 
parcel of the Manitoba submission. Now then, are you 
asserting the comparability between charges under a 
retirement or a renewal basis with charges under a 
Geprec avi on erer 

AS Well, comparability to tne extent that they 
represent the amount that was charged in the year in 
question against users by way of charge to recover to 
the company the cost of the assets that were in use. 
They are comparable in that sense, yes. 


Q@. Now, you'recall the evidence oy the accounving 
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witnesses on that subject? 

A. A good deal of it, yess, I do not remember all 
the details. 

Q. “Well, if Irwere (to: suggest to yousthat the 
evidence was that you could not make any useful com- 
parison between charges on retirement and renewal 
accounting on the one hand and charges on depreciation 
accounting on the other, would you disagree with it? 

AGP oYes. 

2. You would disagree? 

A. I would disagree. I would say you can make 
some useful comparison. You have to be careful, but 
there are certainly some useful comparisons. 

Q. sor that yourdisagree with:such accounting 
experts as Mr. Dalglish, Mr. Thompson and Mr. Glascoe? 

fh JOne thaty pol nigeyes.).. lo do, north nkptheye said 
you could not make anything useful at all out of it. 
They were on a very precise accounting definition. 

Pn li wick Inibenetadl toma vevithe Bboarduneference. to 
those opinions.) I do: not want to take time up, but 
Mr. Dalglish in the 20 per cent case at page 345, at 


page 347-8; Mr. J. C. Thompson at page 463 in the same 


case agreed with Mr. Dalglish. Mr. Thompson in the el 
per cent case at pages 14,294-5; Mr. Glascoe in the el 
per cent case at page 15,274, on that question. 

Ae All. beam Saving is hab those figures: are 
useful if what you are interested in is how much was 
charged up to current expenses in each of these years 
as an amount to be used to recover to the company the 
cost of assets that were in use during the period, 


2. Lam afraid I didn't hear the first part of 


your answer, but I want to put this to you and then I 
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am going to leave the subject because I don't want to 
prolong it. You agree, do you not, that depreciation 
accruals represent charges in respect of different 
assets than do retirement and renewal charges? 

A. Different assets entirely. 

Q@. Yes, do you disagree with that? 

THE CHAIRMAN: Would you please repeat that! 

MR. EVANS: I was suggesting to the witness 
that depreciation accruals relate to different assets 
entirely than charges for retirement and renewal. 

A. Not if you take them over a period of years. 
Qs tia did-not askivyousthat. 

A. The comparison here is over a period of years. 
‘3 9Gumrent depreciation accruals,.1. am putting to 
you. 

A. The current depreciation accruals, yes, but the 
emphasis here is an average over a period of years. If 
you take a comparison over a period of years, it is two 
different ways of calculating the same figure. 

Q. Now then, I want to test that. Is it not true 
that depreciation accruals are currently accrued in 
respect of assets both old and new that are presently 
in service at the time of the accruals? 

A. The annual charge for that year, yes. 

a. Yes? 

A. oeihetises right. 

Q. And a retirement or renewal charge in respect 
of the same year relates to assets that are at the end 
of their useful life, does it not? 

MR. McLEAN: That is a retirement, not a 
renewal. 
MR. EVANS: The charge for renewal relates 


to the replacements for scrap? 
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Ae that 18 correct, in) that year, but over a 
period of several years the assets in use year by year 
are the assets being retired and in time you come to the 
same figure. 

2. But doesn't your comparison depend on the 
question as to whether you are able to look over the whole 
life of your group of assets and make your compar sons? 

A. That is comrect, yes. All we have here is, 
the depreciation accounting has only been in operation 
for nine years, and therefore we look over nine years 
because we have some history of it. We cannot go any 
further because we don't have any records any further. 

Q. Now then, au pete ( of Chapter V,; whichis 
page 80 of the printed brief, this statement appears, 
"Depreciation is not being used as a process of 
allocation," and you say it is being used as a means 
OF collecting a sum -= 

hs porry;, —£ dO not follow you. 

Q. It is about the middle of page 7. Do you see 
the sentence commencing "If one refers back 
before the recommendations? 

1 eek’ 

Q. "If one refers back to the definition of 
depreciation which was quoted at the outset of this 
section, the criticism is that the depreciation provision 
is not being used as a process of allocation of the cost 
of equipment, but that it is being used as a means of 
collecting a sum in excess of the original basic value 

of the capital assets." 

BEY OMG o 

Q. Now then, the question I want to ask you about 
it is: Are you suggesting that the Canadian Pacific is 


deliberately charging higher depreciation rates than are 
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needed? 

A. Than are needed? 

%. Than they need use? 

A. What we are suggesting is that the record 
period since depreciation went into effect indicates 
that if those depreciation charges are continued at 
the present level and for the length of time that 
represents the average life of the assets, the amounts 
which will be collected will be larger than the original 
cost of the assets. Now, I think that would Suggest -- 

Q. No, Mr. Moffat, if you would listen to the 
question. You use the words here saying that the 
criticism is that it is not being used as a process of 
allocation but it is being used as a means of collecting 
Something, an excess. That is, you Suggest that we are 
deliberately using the depreciation process to et more 
than we should be getting. Is that your Suggestion, or 
do you withdraw it? 

A. Well, I can only state what I said before, that 
if these rates continue the amounts that will be collected 
will be larger than the original cost of the assets, 
which is more than they should be in accordance with 
the definition. 

2. Your answer now deals with the question of 
whether the rates are proper, whether we have been 
accurate in estimating the rates, is that not richt? 

&. That 18 rigne. 

2. iI am asking you whether by the use of this 
language you suggest we are using this process for 
improper purposes? 

A. Well -- 

Q. Do you withdraw any implication? 

A. Any implication of impropriety depends on the 


degree of inaccuracy in the estimates. I think the 
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Suggestion is that the estimates should be checked 
by somebody outside the railways. There is no sugsestion 
of being deliberatly improper I don't think. 

2. Then if there is any implication to be drawn from 
the suggestion that it is being used as a means, you do 
not mean that it is being used by the Canadian Pac: fic 
as a means of getting more than it knows it should get? 
Don't frown at it because the question is perfectly clear, 
and the language you use is bound to have the inference 
unless you are going to withdraw it now. 

MR. McLEAN: I don't think this witness can say that. 
It is something the counsel can argue on. He has not 
any authority to withdraw a statement in the Manitoba 
brief. 

MR. EVANS: Does my friend support the inference? 

THE WITNESS: Certainly I support the inference that 
the amounts there, if continued, will in total be larger 
than the original cost of the asset, yes. 

Q. Then all that Manitoba --- 

A. That it will be larger. What the motive is I am 
not arguing any suggestion either way. 

Q. Then we can leave it there. Then on page 7 and 
8, after this general recommendation that you make, I just 
want to get this one answer. Do you not agree that in the 
last analysis the Board has the power to determine the rates 
of depreciation for rate-making purposes. 

A. Do I agree that they now have the authority? 

Q.. Yes. 

A. I don't know sir. I would like very much to find 
out. 

Q. Is the final position of Manitoba that they need 
some change in their powers in that direction? 


A. They need clarificationAs to whether or not 
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it will require legislation on the point I certainly --- 

Q. Is your advice that it will require legislation. 

A I don't know. 

Q. You have not been advised? 

A You will havete' speak to\ counsel’. 

MR. McLean; I would like to speak to that cuestion 
of the authority of the Board. Mr. Matheson has handed 
me a letter which he received from the Board of Transport 
Commissioners dated April 25th 1949, which was filed as 
Exhibit 49 in this particular hearing, I think in the 
Maritimes, in Halifax at the hearings. At the bottom of 
the second page of that exhibit there is this paragraph, 
he gay 

“The Board o is of the opinion that under section 384 

it does not have the power to prescribe the form 

of any and all accounts, records and memoranda 

or the classes of property for which depreciation 

charges may properly be Pe acaa ache the 

expenses, and the rate or rates of depreciation 

to be charged thereon". 

That is a statement of the Board over the signature of 
the Secretary. 

MR. EVANS: It is not the Board. 

MR. McLEAN: I assume the Chief Commissioner --- 

MR. SINCLAIR: He is dealing with that one section. 
He did not take any other sections of the Act. The matter 
has never been to the Board on the other sections of the 
Act which deal with the matter under discussion. Mr. Mathe- 
son only dealt with the one question. 

THE CHAIRMAN: I know Section 384 is a very long 
section with five subsections, and subsection 1 alone has 
about a dozen sub clauses. 

MR. EVANS: All I was trying to get from the witness 


is: was it tme view of Manitoba that legislation was needed? 
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A> aves, as tar as 1 am concerned, all I can say 
is that it needs clarification, and that we think they 
certainly should have the authority. 

Q. Now on page 8 of Chapter V (page 81 of the printed 
brief) there is a suggestion in the language there that I 
want to get cleared up, just below "The Board Should Determine 
POWwEC y+ 

“In the past this has by no means been clear for 

in the 30% Case the Board was requested to order 

the €.P.R. to produce the information lying pack 

of its depreciation formula, but chose to refuse 

that request -- " 

Now then, is there a suggestion there that because the 
Board chose to refuse a request for material, it lacked the 
power ? 

A. The suggestion is that because they chose to 
refuse the request, it is not just clear whether they had 
the power or not. It comes back to the same statement as 
berore. 

On. vevap is alli Tiwantn co! do, "lo clear up the inierence 
You don't suggest they had not the power? 

A. No, it does prove whether there was any -- 

®. AS to the propriety of the rates? 

A. No, as to whether or not they had the power to 
designate, We come back to the same point again. 

Y. Why do you couple those two parts together: 

"In the past this has by no means been clear for 

in the 30% Case the Board was requested to order 

Te tO Phe vO produce the information lying 

back of the depreciation ‘%ormula, but chose 

to refuse that request." 

The Judgment, through their refusal speaks for itself. 


A. But the remainder of that sentence goes along with it, 
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that when they made their decision they did not specify 
what the depreciation should be. They just took $4 
midlion off; which again indicates, that they were not 
too sure as to authority and they did not make a 
decision as to what the proper depreciation was». 

ihe: ‘Ssenvence, 18 Co 1be read, as a..whoke-. 

iw» They nevertheless made.@ decision as, to, ,ctherrates 
and method of depreciation in the judgment in September? 

A. Yes, but that came out since this orict, was 
recorded. 

Q. Now you say on page 9 of the same chapter (page 
81 of your printed brief): 

" —~ - the major issue is to keep a clear distinction 

between money belonging to and contributed by 

the owners of the corporation, and money 

belonging to and contributed by the users of the 

corporation". 

Would you tell me what you have in mind there. You are 
still talking about depreciation in that part of the 
Dbriet? 

A. That point is made at several different places 
through the brief. 

a. «Ll know) that. 

As. The. thought that —is>tniminditheretis this;that 
one would suppose that argument in any rate case is Sand 
to be a question as to how much money was invested. : 

THE CHAIRMAN: How much what? 

A. How much money was invested by the owners of the 
company. and the questions that arise then as to rates of 
return and that sort of thing. It seemed to us essent 
that when discussion of this kind is started there should 
be clearly available on the record figures as to how much 


cash was put into the organization by the shareholders, as 
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to how much was contributed to them in the form of grants 
and subsidies and assistance from the Government of various 
sorts, as to how much of it represents money collected from 
the users in the sense of money coming out of raves. 

THE CHAIRMAN: I notice you refer to that money as 
still belonging to the users. You say "Money belong ng 
to and contributed by the users of the "corporation" .That 
is the thing you raise, why are the words "belonging 
inaecie re. 

MR. EVANS: Yes. 

THE CHAIRMAN: " Belonging to and contributed by the 
users of the corporation?" 

A. Certainly those words "belonging to” got in there 
DV. aS Lp 

Q. Then they might be struck out? 

A. WYes, the words “belonging to”. The point is to 
have it clearly on the record what was contributed by the 
user so that when the time comes to face this juestion there 
will be available the necessary informationto reach a 
decision. There is no suggestion that arbitrarily end 
automatically the company might not be entitled to a return 
of some of this money which is contributed by the users, 
but that it should be recorded as to how much is -nvolved 
so that a decision can be reached on it in the light of the 
circumstances. 

MR. EVANS: Let us suppose that the railway company 
has existed for a sufficient length of time so that every 
part of its property has actually been replaced, that is 
the depreciable property has been replaced? 

Aan PLES. 

Q. And it has been replaced through the operation 
of depreciation accruals, I understand you to say, 
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2. Now then, is it your view that at that stage 
the shareholders have no right to a return on the investment 
because this has all been contributed by the users? 

A. No, there is no Suggestion that they are not 
entitled to a return, but there iS a suggestion that if 
that situation has developed it ought to be known, the 
records ought to be available and it should be taken into 
consideration as one of the factors in determining what 


the rate of return to the Owners should be. 


(Page 8983 follows) 
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Q. How would you take it into consideration? 

A. In determining the rate of return. 

Q. Well you would have a different rate of return for 
lh oe 

A. Possibly. At least you would give consideration to 
the advisability of a different rate of return, 

Q. But surely you are advocating something in the 
nature of 2a principle. Now, you must have some view. Would 
your view be that a lower rate of return would be available 
on the whole property of the Canadian :Pacific because 
through the processes of depreciation all of its depreciable 
assets had been replaced? 

A. I.think probably yes. I have not specifically dis- 
cussed it smong our group end I do not propose to set myself 
up as en expert on that particular point but I would think 
the answer is probably yes. 

Q@. When you say you have not had ae chance to think 
about that, it is one of the major requirements that you 
think should be carried .outG? 

A. One of the major requirements is that we should know 
how much there is of each of these categories of capital 
in the €ompany. 

Q. But you have not considered the implication of 
one of your major requirements? 

fe No thed extent. that. ts nicht. 

Q@. Now then, referring to the matter of the Cenadian 
Pacific remaining as a private enterprise a preference for 
which you expressed yesterday, you got to the point where its 
entire depreciable property had been replaced from users 
money in your concept and the return has then on your view 
to be reduced. Then the credit of the Canadian Pacific as 
a corporation would be affected by that reduced return, wouldn't 
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A. It would be affected by it, yes. 

@. And to the extent that its return is reduced, 
it would affect its ability to get new capital in the 
market, wouldn't it? 

Ay Lnhet Leocorrece, yes. 

Q. Then at that time, would it not get down to this, 
that if you reduced the return basis on your concept, 
then conceivably the Canadian Pacific would no longer be 
able to compete in the money markets and could not therefore 
obtain any new capital it required outside, and would have 
to turn to government assistance? 

A. If it were pushed to the extreme yes, that would 
be a result. 

Q. Well, how are we going to tell? 

A. That is the sort of question that has to be taken 
into account from time as the decision is reached, That 
is the kind of question that you cannot lay down in rigid 
formula. It depends on the circumstances at the time. 

Q. I do not think I asked you to lay down a rigid 
formula. I thought you might have some idea of the 
principle, Have you any further observation to make on that? 

Ae NO. 

Q. Now then, in the same paragraph at the beginning 
of page 82 of the printed brief you say this: " If this is 
not done" - that is these distinctions are not made and 
these segregations are not made - "If this is not done, a 
result may be that the users of the service will be called 
upon to attract the capital in the first instance and will 
then later be called upon to provide a depreciation reserve 
to return to the Company the cost of the assets which have 
been bought with that capital?. Now then, am I right in 
assuming that the inference to be drawn from that in view 
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would be that there would be some question as to whether 
we would be able to accumulate or accrue depreciation upon 
these assets once they have been replaced by users' money? 

A. Yes, the saving to any amount there is 3 situation 
of this sort that might happen. Maintenance account being 
used to pay for improvements, improvements being charged 
up on the besis of a renewal and charged to the users in 
that order and then later set up and charged again on the 
depreciation. That is the sort of situation that that 
sentence is directed to, The possibility of that sort 
of situation developing. 

Q. I don't went to get at cross purposes with you 
but does it involve this. If an asset is replaced from 
accrual of depreciation as you have it the users money 
is used to replace? 

A eee Sis 

Q. Would you permit the corporstion to accrue deprecisat- 
ion on that asset which was put in to replace the prior 
asset? 

As Yes =- I did not cet that point in the first place. 

Q. Now then, I was not clear as to exattly what 
you did mean because you say: "To be called upon to provide 
the capital in the first instance". That would be the 
replacement - "And will then be called upon to provide a 
depreciation reserve", and I thought that meant that you 
would not permit the accruel of depreciation in respect of 
any asset that had been replaced through the users! money? 

A. No, but there may be other situations. The one I 
suggested to you is different , the situation where the 
asset is charged, Say as a renewal in the first instance 
but then put up in the account, then it should not be put in 
and depreciated. 


Q. You mean, during a period of depreciation accounting 
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an asset is charged up as a renewal? 

Pea Leis 

@. Well, that comes to my next question because I 
was wondering where we were getting. On page 10 the 
statement is made (it sppears at page 83 of the printed 
brief) - about midway down page 10 and near the beginning 
of page 83: 

"There is no evidence in the rate cases to indicate 

thet renewal accounting is not now being carried 

on largely as it existed prior to the inception 

of depreciation accounting"? 

Ps hoyle 

Q. Now ere you suggesting that the Cinadian Pacific 
is practicing renewal accounting while it has now embarked 
on depreciation accounting and that the practice of renewal 
accounting is going on just (as Lt did Derore? 

A, Yes. 

@. You do. Do you say there was no evidence that that 
was not true? 

A, Not to my knowledge any evidence that proved that 
Sato tne CUCIst TO 

Q@. Is not this the case, was not the controversy 
about the question as to the practice of renewal accounting 
related to the practice of renewing portions of units? 

R, Yes, but also*as to the effect whith ‘renewing 
portions of units would have on the length of service life. 
Taking the two aspects of the thing together, you have a 
renewing process going on part by part by part and at the 
same time the total asset being depreciated on the basis of 
a life calculated as if the parts were not being replaced. 

Q@. Do you recall the kind of case I put to Mr. Kent 
in cross-examination on that subject? 
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Q. Do you recall the case of the sutomobile owned 
by a taxi company? 

Doin NOtelspaO OG NAN le dG. 

Comnlcid. bast 2OLne Tost LAdsitowyou, pahstaxd 
company accrues depreciation on its motor cars? 

A. mines, 1s comrect. 

Q. And it wants to replace a fender on a motor 
car. A condition, as I understand it, is that the fender 
is charged to the deprecistion reserve. Is that your view? 

Non deordon..* 

@. The cost of the new fender is charged to depreciat- 
ion reserve and not to expenses? 

A. It depends on which retirement unit you are 
dealing with. If you are dealing with the automobile as 
a total, that is another thing. If you ere dealing with 
a retirement unit that deals with fenders, that would be 
The One, 

Q@. Of course it.is, and.doesn't it come-down to this, 
that if your system of depreciation is related to units 
such aS a whole automobile or a whole lécomotive or a 
whole building that a replacement of a part of that unit 
does not necessarily become chargeable to the reserve unless 
the rate, in the first instance, was fixed so that it would 
provide for that kind of replacement? 

A. That is right, but in your automobile case, if 
you replace the fender and you replace the motor and the 
wheels, the first thing you know you would have practically 
replaced the complete automobile, so that it will last for 
twenty Neca Because of this kind of a replacement pro- 
eramme/your depreciation rate had been estimated on a ten 
year life, then there is something wrong, but if you are 
following this policy of replacing bit by bit, then the 


rate in the depreciation calculation has got to be based 
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on the length of life that the thing will have with that 
sort of maintenance going on. You can't take an ordinary 
life of an automobile with that kind of thing. 

Q. Now you said there was no evidence on that question 
before the Board of Transport Commissioners? 

A. Oh, there was plenty of evidence on it, yes. 

Q. And will you say there was no evidence contrary 
to the suggestion you made at that time? 

A. There was no evidence that satisfied us that it 
was not being done. 

Q. But you apperently did not satisfy the Board of 
Transport Commissioners? 

AY Noe “think tThatvis true, yess 

Q. Now then, you say at page 11 of Chapter V 
(page 83 of the printed brief) that: 

"Renewal accounting was used by the Canadian Pacific 
Railway for something over 50 years for all assets and 
for over 70 years for road property and epparently proved 
to be reasonably satisfactory"? 

Any Less 

Q. Why do you say “apparently proved"? 

A. Because it remained in effect for that long a 
period. 

Q. Do you reject the evidence that was adduced to 
show why it was necessary to change that, or had you forgotten 
that? 

A. No, so far as the change over of » rolling stock 
is concerned or the change-over to cepreciation in the cost 
of rolling stock, we were satisfied that the change was 
justified, So far as the change-over in the case of the 
road structures items were concerned, we were not satisfied 
for the reasons which are given here. . This section from 


which you are quoting is an analysis of the arguments on 
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both sides as to whether those kinds of assets should be 

set up into 9a reserve or should be paid off immediately in 
the year they come into replacement and written off the 

books and done with it, so that there would be no possibility 
of any controversy of the sort we got into a few minutes 
ago. 


Q. But when you sey " pparently proved to be 
reasonably satisfactory" you overlooked the evidence of the 
accounting officers to the effect that it was no longer 
satisfactory, did you not? 

A. Well, there was evidence that it was no longer 
satisfactory, yes. 

Q. Now you go for renewal sccounting - 

THE CHAIRMAN: Pardon me a moment. It says here 
"Part of your property". 

MR. EVANS: Property is divided into two parts that 
is called "Non-appreciable road property". 

THE CHAIRMAN: What does that consist of? 

MR. EVANS: Road equipment and grades and other 
things of that kind. The track structure itself is 
maintained end charged to expense because it is a short life 
asset. 

THE CHAIRMAN: The other is still on a renewal basis? 

MR. EVANS: Yes, the Interstate Commerce Commission 
1s considering st the moment whether some agreement can be 
worked out for renewal accounting for that too, 

THE CHAIRMAN: Who is studying? 

MR. EVANS: The Interstate Commerce Commission. 

If you believe in renewal accounting for road property would 
you also believe in renewal reserve accounting for road 
property? 

A. Wherever there is 2 big asset coming up for 


replacement that is going to be of such size as to disturb 
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the continuity of the account, yes. 

Q. How would you fix the size of the asset? 

A. Well, I don't know how you would fix it precisely 
but there may be those kind of situations, although the 
record of the past which we quote in here to some extent 
as to the matters which were renewed and retired year by year 
back to the early 1920's indicate that there had not been 
any material portion in the ennual rate of replacements and 
retirals of assets coming into this road account, 

Q. Would you not Bxpece on easet that has a life 
of about sixty yesrs, that there would be very, very few 
retirements of assets in the first forty or fifty years? 

A. Yes, and particularly if they sre handled the 
wey the Angus Shops sre being handled, a piece of a roof 
or something like that as you go along. 

Q. I asked you a question and you put in some gratuitous 
moterial, I asked whether you would not expect in the case 
of assets having long life of say sixty years that the 
number of retirements would be very small in the first forty 
or fifty years? 

1s Geko aN 

Q@. And doesn't it follow that perhaps at the end of 
sixty years to seventy years the retirements come in with a 
rush? 

A. That is right, that might happen but it is seventy 
years now since a good part of this cttrack was laid down. 

We heave got a fairly long history there. 

Q.. Track? 

A, ,the structure really. 

Q@. The track is not depreciable property, Mr. Moffat. 

A. Well, things like tunnels and subways, bridges, 
trestles, fences, snow sheds and signs, all those things have 
lived out their lifetime once - roadway buildings, a good 


many of them, grain elevators, coal wharves and docks, 
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ore wharves. The list is all there and 9 substantial 
proportion of them have had their lifetime. 

Q. Isn't it a fact that the longer lived the 
asset the more likely the bunching? 

A. No, not necessarily, the more likely the 
bunching the smaller the proportion of it that will have 
to be repaired every year. 

Q@. We are all sgreed the more likely we are to 
bunch if you build a railroad complete in 3 given area 
and the fixed property assets ore going to last sixty 
years, they are going to -- 

A. Well, the C.P.R. was not built in one yeer; 
it was spread from coast to coast. 

Q. Are you desirous of arguing with me or have 
you got the time, because I have not got the time. You 
did not even hear me put my question, 

A, Would the reporter resd the question? 
---(Reporter reads the question.) Pay, 

Q. -- they are going to find a bunching on retire- 
ment? 

A. That is correct if you restrict it to a given 
area, but the history of the C.P.R. is not that. The 
history of the C.P.R. is that the building of it wes spread 
over such e long period that replacements sare going to 
come up scattered along in a few years over a certain 
period. 

Q. Then it is the bunching of retirements that 
brings about the desirability either of reserve accounting 
or depreciation accounting? 

A. That is correct, 

Q. And it is to piece out those holes in the 
bunching that you require the reserves? 
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Suggestion here, Mr. Evans, is that it is not arbitrarily 
to put on this road the items indiscriminately -- that 
there should be a study of them group by group and that 
any of them where there is this serious amount of this 
bunching, that they could be on depreclation, but: that 
they could not all go on depreciation. 

Q@. Now then, if you agree that this renewal 
accounting may involve renewal reserve accounting, would 
ou agree with Mr. May ,the accounting expert we called in 
the 21 per cent case ,that that was more expensive than 
depreciation accounting? 

A. What was more expensive? 

@. Renewal reserve than replacement reserve 
accounting. 

A. Why should it be any more expensive? 

Q. Iwas asking if you disagreed? 

A. I cannot agree or disagree. I would have to 
consult on that one. 

THE CHAIRMAN: Did Mr. May give any reasons 
there why it would be more expensive? 

MR. EVANS: Yes, he was being cross-examined 
by my friend Mr. McLean. 

THE CHAIRMAN: Perhaps Mr. Moffat had better 
hear this, 

Aa SOLry. 

THE CHAIRMAN: This is what Mr. May said. 

MR. EVANS: I had better read the whole question 
by Mr. McLean and the answer. Page 15,543 of the 
transcript of the 21 per cent case. This is Mr, McLean 
speaking: 

"You say in your book that in your own opinion 

where property has a probable useful life con- 


siderably exceeding 25 years it is of less 
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defensible than where the unexpired life is 
fifty years or more, a provision for depreciation 
on @ straight line basis -- or perhaps on any basis-- 


is theoretical and unrealistic. Do you agree with 


your own words? 

"A. Absolutely, of course. You must consider 
them in relation to the alternatives, to give them 
any weight. 

"Q@. Alternatives, that is, retirements. 

"A, No, they are not. I condemn the retirement 
method. They are using reserves for replacement 
which is what the English railways have always used 
ever since the Regulations of Railways Act of 1868. 
Thet contemplates there shall be charged against 
revenue the entire cost of meintenance and modern- 
izing the railroad. That is to say, charged 


theoretically. I do not know whether it is always 


practicable or was intended to provide for the 
forseeable replacement within e reasonable term, 
on the basis of the present cost of replacement, 
and allowing for the fact that the replacing unit 
Should have the same degree of relative efficiency 
at the time of its installation as the original 
unit hed when it was installed. If you want to go 
to that I would say that wes perhaps superior to 
depreciation, but it is a lot more costly to the 
shipper." 

Ae t68,. 40 Ue short. pun ib is) more costly, in the 


that it is total sdditional cost of the renewal 


which will be charged up in the first few years, whereas 


in depreciation it would be spread over its full life. 


There is an argument presented here and I think it is a 
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sound one for saying that that is desirable from the 
point of view of the country es a whole that in those 
years when prices were high the replacements were being 
Duc in at 2 high price: 

Q@. You know, strangely enough you and I could 
agree on that if we could find some solution for this 
bunching problem and that requires either reserves or 
accrued renewsls? 

A. No, it may mean some type of assets where 
the bunching is important that comes out in the 
depreciation group. It is a question of studying this 
list here of depreciable road property and picking 
out the ones where the bunching is important and 
handling them on depreciation, but not handling this 
whole thing on depreciation. 

Q. Well, at a11 events, the Interstate Commerce 
Commission requires railways to have depreciation for 
depreciable road properties? 
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:) Now, did not Manitoba support retirement accounting 


for road property at one time? 

er NOs 

O. Mey iid nov? 

A. No. There was a misunderstanding on that, of 
which we were both perfectly aware. 

Q. You are not suggesting I was aware of it? 

Aa NOG are@aware -of “bt now: | 

Oe mi can Ov . 

A. What was suggested was that there should not have 
been any change, that it should be continued on the basis 
which was always in existence, and the understanding was 
that that was retirement, and that point was cleared up 
after quite a substantial controversy. 

MR McLEAN: Here we go again. 

THE WLING OO Y= Here we go again. 

MR EVANS: Q. Page 12541, if you want to have 
your people look it Up. 

A. I would suggest, Mr. Evans, that the proposition 
which Manitoba is advocating in here is renewal accounting. 
Whether there was some misunderstanding in the past is 
rather irrelevant to the controversy as to what should be 
Gone In. Une Tuiures 

Q. Now, Mr. Kent, who appeared in the 20% case for 
the *Province or -pricish*Columbiay agreed to depreciavion 
accounting for “road property, “did he not? 
| a. 86 el Pecarl his evidence, “ne agreed) yea;.-ir you 
could get proper rates and get proper records and proper 
information to check it, yes. 

Qt “that is "all anybody wants. 

Ren ine Ve atl. | 

4. Hove the’ Canatiian Pacific” ever* failed, in your 


view, to face the issue as to whether the rates would be 
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proper or not? 

A. They have in some cases failed to produce informa- 
tion which we thought was necessary to check. 

Q. Which the Board thought unnecessary? 

A. The Board gave some indication that they were not 
sure whether they had the authority to deal with the ques- 
tion and make a finding on it. 

MR McLEAN: The Board refused it; twice they 
PCLTUsSeO4LGs 

MR EVANS: @Q. What I was going to say to you 
was that Mr. Kent was the only accounting witness-- 

THE CHAIRMAN: What is the name? — 

MR EVANS: Q. Mr. Kent was the only witness in 
the 20% case who appeared and gave evidence about depre- 
ciation for the provinces? 

f, In the 20% case? 

Nala 4 oS a 

As 6 Yess 

Q. And he agreed that depreciation accounting was 
proper for road property? 

Ae On Che Dasis”* which Leguseteindicatedy) yess 

THE CHAIRMAN: Q. On what? 

As On the°pasts whieh TD gust indicated.’ Netsaiag 
that he thought depreciation accounting Was proper af you 
could get satisfactory records of how long the equipment 
was likely to last, as to what the proper rate should be, 
and so on, yes, which is-no-different from’ thé’ position’ we 
are taking here’ 

Q. He thought then it was proper for certain kinds 
of property? A. Yes, which is exactly the same position 
we are taking here. 

MR McLEAN: <A question of degree, 


MR EVANS: @. He did not qualify as to what kind 
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of property; he said depreciation accounting was proper 
for road property; he did ye Say what kind of road pro- 
perty>s did he? 

THE CHAIRMAN: Mr. Moffat said he put an "if" 
LYCO" 1), 

THE WITNESS: Yes, if the proper records were 
available to determine what was the proper rate. There 
has been a great deal of controversy as to whether records 
are available as to the life of some of these assets. 

MR EVANS: Q. I do not want to spend too much 
time, but the reference is to the 20% case at page 3207, 
and the qualification did not have to do with the kind of 
property at all? 

A. No. 

Q. The qualification apoears at 3247, where he said 
that he would want to «clude renewals if you want to have 
depreciation accounting for road property? 

A. Yes, that is perfectly consistent. 

Q. But as a principle he preferred depreciation 
accounting for road property? 

A. If the rate was correct, yes -~ always that pro- 
viso was in there. 

Q. That goes with me, too. In Chapter VI at page 4, 
page 91 of the printed brief, this statement appears, near 
the end of the page in the printed brief and near the top 
of the page in the mimeographed brief -- you deal there 
with maintenance, and this concluding statement appears: 

", . . and that the 1939 standard of maintenance had 

been sufficient to make possible an excellent rail 

service during the war years." 
Now, is Manitoba offering the suggestion or the opinion 
that the standard of maintenance in 1939 carried us 


through the war? 
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A. No, but it formed the basis upon which the war 
traffic was carried. It was where we started from through 
the war. 

Q@. Maintenance is an annual thing, is it not, Mr. 
Moffat? 

A, The standard is not an annual thing; the standard 
is what you have got plus whatever you add on top of it 
from year to year. 

Q. Do you suggest that the 1939 standard was the 
Standard which existed throughout the war? 

A. No; it was the standard with which we started the 
war. 

Q. What evidence have you to offer that the 1939 
Standard of maintenance had anything whatever to do with 
the ability of the railways to carry on through the war? 

The fact that that was the plant they had when 
they started the war, the one they had in 1939. 
THE CHAIRMAN: Is there some confusion about the 
word "standard"? 
MR EVANS: Yes, sir, because there was evidence 
in the 20% case, very cogent evidence, lots of it, that 
the standard of maintenance in 1939 was low, abnormally low. 
| THE CHAIRMAN: But I think Mr. Moffat means what- 
ever condition you were in then. 

Qe .lsnit that it? 

A. That is right, whatever condition they were in then. 

THE CHAIRMAN: The word "standard" is probably 
misused here. The word "standard" indicates something that 
Should go on or has gone on, 

THE WITNESS: There is: no suggestion of that in- 
tended. 

THE CHAIRMAN: Normal. 


THE WITNESS: There was no intention of that, sir. 
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THE CHAIRMAN: Q. You did not mean that? 
ert ints) he eyt 
Q. He means the condition of maintenance, probably; 
is that right? 
He “Yes,) that is: right, 

THE CHAIRMAN: Instead of standard of maintenance; 
the condition of maintenance in 1939 was sufficient to make 
possible an excellent rail service during the war years. 

MR EVANS: The inference in this whole brief is 
that because there was a rise in expenses from 1939 to 
1947 and 1948 of a certain amount, there might be a sug- 
 ReatLon- oF excessive maintenance im the later years be- 
cause of the greatness of the increase, Now, the brief on 
this same page purports to paraphrase the position we took 
on that point, but the brief ignores the Strong position 
we took, that 1939 a5 a basis fromwhich to project what 
proper expenditures were in later years wasS wrong, and the 
plain inference from that statement, read in conjunction 
With the balance of the brief, is that the 1929 standard 
of maintenance was a proper basis upon which to project 
the propriety or otherwrise of maintenance in later years. 

THE CHAIRMAN: You yourselves had said so. 

MR EVANS: No,. sir; we say it was not. 

THE CHAIRMAN: DU say you Imoiy chat you 
yourself put that forward. 

MR EVANS: Yes, and the point of my question is 
to find out whether Manitoba. adheres to-the view that the 
Standard of maintenance in 1939 was a reasonably normal 
Standard of maintenance, 

THE WITNESS: No; there. is no position taken on 


that whatsoever. There is some ¢€vidence offered here as 


to how much was spent on maintenance in the years immediately 


prior to 1939, but there is no position taken here, and it is 


=/ 9010 "Mr. Moffat, cr-ex, 


pointed out in the very next paragraph to the one you read 
that the C.P.R. contended that whether or not the present 
Standard of maintenance was higher than that of 1939 was 
ipreseyant. "1 Ghink-it dss bre exaggerated to say we 
ignored your argument on that. It is Stated right there 
that you did not agree with the 1939 standard of mainten- 
ance. I tried to give the two sides of the argument there 
in short form. 
MR EVANS: Q. I am not going to argue with you. 

But when you say they contended that whether or not the 
present standard of maintenance was higher than’ that or 
1939 was irrelevant, it rather Suggests that we were con- 
tending that the standard of maintenance of 1939 was too 
low; you said that is irrelevant. I am not going to argue 
with you, as long as we get this, that you are not seeking 
to create any inference by that paragraph I have referred 
to that the 1939 standard was a normal, reasonable standard 
of maintenance? 

A. No, but we are trying to create the inference 
that there was an improvement above 1939 during the period, 
and that somebody has to decide whether the 1939 standard 
is the one we should have, or something higher than that, 
or what adjustment should be made. 

J. You agree that there was Substantial evidence that 
1939 was abnormally low? 

A. Well, there was evidence, yes; I do not know whe- 
ther substantial. 

Q@. Well, was there any evidence to the contrary? 

fi. There is the record of the years immediately prior 
to that, when the amount Spent was about the Same, yes, and 
there was no evidence at all as to whether or not that 
Standard of maintenance was good enough to provide the kind 


Of service that was Satisfactory for the country. 
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Q. Do you recsll the exnibits.filed by Mr. Emerson 
on that subject? 

A. Some of them, yes, 

Q. There is one further Question on maintenance I 
Should like to put to you. 

I should like to put into the record at a con- 
venient place the references to these exhibits I have 
been talking about. Exhibit 49-41 to Exhibit NQ-U6 
inclusive were put in by Mr. R. A, Emerson, and dealt 
with the physical volume of maintenance done over a 
long period of years. Then Mr, Newman, as to equipment, 
Exhibits 49-52 to 49-57 inclusive. 

MR. McLEAN: [I think, Mr, Chief Commissioner, at 
this place I should Say, those exhibits taken alone would, 
L thinks perhaps not tell the whole Story, and if they 
are to be considered they will have to be considered with 
the cross-examination of Mr. Newman particularly, because 
it subsequently transpired that these exhibits -= and I 
ém now calling on my memory -- related to about 61% of 
the expense --- Mr, Emerson, 61% of the expense -- and 
where we thought examination should be made was in the 39%. 
Mr. MacPherson extensively cross-examined Mr, Emerson, and 
it was only efter cross-examination that we found that an 
inference was being drawn that this Situation was the same 
throughout the whole of the maintenance expense, 

THE CHAIRMAN: You say that there is no informa - 
tion in these exhibits about the 39%? 

MR. McLEAN: No; they do not cover 26 ato) 7. 

MR. EVANS: They deal with rail, track, ties, 
ballast, and other track material, track laying and 
Servicing -- ell that sort of thing. 

THE CHAIRMAN: Making up, according to Mr, McLean, 
61%. 
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MR EVANS: Mr. McLean may be right as to the 
percentage, but Mr. Emerson--- 

THE CHAIRMAN: What would the 39% be comprised of? 

THE WITNESS: It is the items that are listed 
primarily in the depreciable road category that were not 
dealt with. 

MR EVANS: Mr. Emerson, of course, said that 
what was true of those was equally true of the others. 

MR McLEAN: Yes, but he just simply made that 
broad statement, without backing it up with any informa- 
tion, and then Mr. MacPherson cross-examined on certain 
items, and it was our submission that Mr. Emerson's state- 
ment did not stand up in the light of what was adduced in 
cross-examination. 

MR EVANS: I will give the Board a reference to 
where Mr. Emerson said that was true also of the others. 

I am almost through; I think I can perhaps finish. 

Q. Do you think it is wrong for management to 
curtail maintenance in poor years and to increase its 
maintenance in high-volume years? 

A. Now no criticism of that whatever. 

q+ ABSiaymatter of; fact, that.is a customary practice 
of railroads in the United States as well? 

AY And quite desirable, I think, from the point of 
view of all concerned, yes. 

Qe Bi doesimake: Tt) very) difficult, does. At not, to 
apply anything like the Yager formula, for a substantial 
growth in traffic between years sharply removed from one 
another? 

A ONO jl xo not -bhink soy) necessarily. 

THE CHAIRMAN: What is the Yager formula? 

MR EVANS: The Yager formula I am afraid is a 


discredited formula that s ought to indicate rules of thumb 
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for estimating the extent of increase in expenses due to 
a given increase in volume of traffic. The reason T say 
it is discredited is that the committee which DUT LU forse 
ward has now abandoned it. It was put forward as 2xhibit 
169 in the 21% case, and used by a witness for Manitoba 
to attack the maintenance. The presentation was this, 
that because in 1939 so much was Spent, if you increase 
for the increase in price and: you apply the Yager formula 
for increase in volume, you should come out at the end with 
Some idea of what the expenses should be in the later year, 
THE WITNESS: There is a reference to os PU ha ae 
in the brief here, in the quotation from the 30% judgment. 
THE CHAIRMAN: Does your present question raise 
again anything having to do with the comparison of the 
Straight line and user methods? 
MR EVANS: No, dr. 
THE CHAIRMAN: Whichever method ig pursued, your 
question would still be pertinent? 
MR EVANS: Yes; it has nothing to do with depre- 
ciation; it is maintenance. 
THE CHAIRMAN: Oh, I thought it was depreciation. 
THE WITNESS: I wonder, Mr, Evans, if 1 might add 
a little bit more to what you have just said. He used the 
words "a discredited formula", and I think a little pit more 
Should be added. 
THE CHAIRMAN: Q. Who used that word? 

A. Mr. Evans. The Yager formula was first brought 
into this discussion by Mr. Macdonald when he appeared as 
an accounting witness. It was used to Suggest that if 
traffic volume increased by Say 60%, expenses for maintenance 
would increase by a smaller percentage, and the figure was 
quoted as 39% in the case of maintenance of way -- 33%, I 


am told, in the case of maintenance of way, and 50 in the 
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case of maintenance of equipment. The argument that went 

on did, I think, to some extent show that those particular 
percentages were probably not applicable when traffic 

volume was as heavy as it is now, but there was nothing 

to disprove the fundamental idea that when traffic volume 
Goes up maintenance expenses will EO up by a somewhat 
Smaller amount, and there was extensive argument as to 

what that percentage ought to be. I think that that Should . 
probably appear on the record by way of explanation of this 
"discredited". "Discrediteq" applies only to the particular 
percentage that happened to appear; it does not apply in any 
way to the method of going at the thing. 

MR McLEAN: Mr. Chief Commissioner, Mr. Evans has 
Just drawn my attention to the record in’ the 20% case at 
page 923. This was in examination in chief, and this is 
Just a paraphrase: 

"Items reviewed in those exhibits comprise 61% 

of maintenance of way and structures. Other 39% 
would follow same pattern." 
That was just at the end of his examination in chief, 

MR EVANS: I do not know whether the Commission 
wants me to ranishs Dowil. pe only a few minutes. 

THE CHAIRMAN: Yess 2o-0n. 

MR EVANS:Q.Now, I would like to ask you e question 
or two about the matter of financing by equipment trust 
certificates. These are Vy Ah Bie 

THE CHAIRMAN: What page are you referring to? 

MR EVANS: The reference is to page 5 of Chapter 
Vil, but Tam nor picking out language at all. That is page 
100 of the printed brief, where there is reference to the 
use of equipment trust certificates for financing. 

Q. Those equipment trust certificates are serial 
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A.) Nab is correet, sir, 

Q. And the extent to which a company can use those 
depends upon the number that it has to meet Serially each 
year? 

A. That is correct, yes. 

Q@. So that if you had ten serial payments, and you 
come to the time when your serial payments are equal to 
your new financing, you stop using them? 

Hay eee. 

Q. Now, that does put a very definite limit on the 
ability of a railway company to--- 

A. That is correct; I think the brief indicates that. 

Q. I just wanted to get that clear with you. Now, 
you also deal with the use of Surplus for finencing im- 
provements? 

Rey XS: 

Q. Where you speak of an improvement fund, is it 
part of your suggestion that that improvement fund, which 
we think is really Surplus, should be tax free? 

Well, you will notice one reference yesterday to 
the tax aspect of the thing. 

Q@. Well, what is the answer? 

A. We have discussed it some. We have not been able 
to follow through entirely the tax implications of it. It 
Seemed to us that there was at least a HOSs bali ty hati is 
fund of that sort could be created as a sort of trust. fund 
creditable to the users of the Service, and as such be tax 
free. We have not followed it through the implications 
entirely, 

THE CHAIRMAN: Then the system tebe ae in that 
paragraph means the borrowing of the money. 
COMMISSIONER INNIS: Q. This is the equipment trust 


Certificate. 
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THE WITNESS: The equipment trust certificate, 
yes, iLt does. 

MR EVANS: No, mo, 

THE CHAIRMAN: Well, it says the method has been 
used quite extensively by the C.P.R. in the form of 
equipment trust certificates under which a given piece of 
rolling stock is pledged to the creditor. Who is the 
creditor? 

MR EVANS: I am afraid I am at fault. I was 
asking him about surplus, without having drawn--- 

THE CHAIRMAN: This is my question; I want to be 
enlightened as to the meaning of this use of equipment 
trust certificates. To whom are they pledged? It says 
they are pledged to the creditor; who is the creditor? 

MR EVANS: The position is this: When equipment 
is bought the title to the equipment is transferred to a 
trustee direct from the builder of the equipment, and the 
trustee issues equipment trust certificates, or what they 
call certificates of interest in the trust, which are sold, 
and these certificates usually pear’ the guarantse of 
the railway company. 

THE CHAIRMAN: To whom are they sold? 

MR EVANS: They are sold to the public. 

MR McLEAN: They are like a bond mortgage. 

MR EVANS: Yes. A necessary part of this is that 

the owner of the equipment, which is the trustec, leases 
the equipment to the railway company, and the rentals paid 
are equal to the principal instalments and interest called 
for by the securities. At the end of the time, when 
everything has been paid, the lease contains 2 provision 
that the lessee will redeem the equipment by payment of one 
dollar, and he gets his discharge and he pays his dollar 


and he acquires title to the equipment. 
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THE CHAIRMAN: And everybody is happy. Yes, I 
see. 

MR EVANS: Q. Now, on this question of financing, 
at Chapter VII, page 2 -- page 98 of the printed brief -- 
you list three methods available to corporations gcnerally? 

ee Lesa 

Q. That is to say, the sale of securitics in the 
capital market, the pledging of specific assets, and the 
application of accumulated surplus? 

AG. Sesh 

Q. Now, on pages 5 and 6 -- that is page 100 and 101 
of the printed brief -- you refer to the use of Surplus” in 
financing, and you say there are two basic objections to the 
use of accumulated surplus. Now, on page 7 you sSveak of 
this improvement fund; when I say page 75 Ivrerersto page 
iO2-ef the printed brief. Now, just collecting those to 
get you the position from which I want to BO, ws YiecCyour 
Opinion that this improvement fund would be collected ir- 
respective of whether freight revenues were buoyant or not, 
that is, in good times or bad times? Is that what you think? 

A. AS I pointed out yesterday, Mr. Evans, that 
Suggestion was thrown in there, not with the intention that 
we would advocate it as such, but rather to indicate the 
importance which we think properly belongs to this question 
of financing the railway, and to recognize the fact that 
that is one of the root problems of the whole erie, “and ite 
indicate that we think someone should try to figure out 
Something somewhat out of the orthodox if necessary in order 


to try to do something about it. It is not Suggested that 
that particular thing should be done, but to indicate that 


there was need for some elbow room Someplace, and that this 
is one of the possibilities to be considered. 


Q. What I am concerned about is, how would you provide 
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essential capital funds in a time of depression? 

A. Well, I-chink *the "chances ‘of ‘providing them by 
this way are probably better than the chances of providing 
them by some of the other methods that are available, 

Q. Then it follows that you would have some money 
set aside regardless of depression or high volume? 

Doe ay PULL cr O's 

Q? dr depress ton tang “alievyears? 

Re LUM 80 

Q. For this improvement fund? 

ne 9 Chink So. 

Qs Would that’ be invaddition- to theinecessity! for 
paying dividends and return to capital and fixed charges 
and so on? 

A. I think it might conceivably be two separate ques- 
tions. 

Q. Well, it would be in addition, wouldn't it -- or 
would it? 

A. In some respects -- if a fund of this sort were 
being used it would be in the nature almost of a tax, so 
much being taken from the freight payers and set aside in a 
separate fund which would never go into the company revenue 
at all, so that it would be a separate amount altogether 
from the other company revenues. 

@. In a year in which you had to choose between a 
return to the owners and that fund, you would give priority 
to the fund? 

A. If you are using that kind of fund it would have 
to be a fixed percentage of gross revenue, something of 
CnNat Sort, OVer a. period Of years..-yeo. 

Q. Now, assuming that a fund is built .up in good 
times, when the rates are sufficient for the purpose, what 


would you suggest should be done in periods when rates are 
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insufficient about that fund? If I got you correctly from 
your previous answer, you suggest that in poor times they 
would draw upon the fund to make goed defaciencics opr-.- 

A. No; the fund would be a capital fund only. 

Q. They would still continue to fix paves’. they 
would have to raise rates in depression times if necessary 
to provide for this fund? 

A. Quite possibly, it might lead to thaws if that 
sort of thing was being done, it would have to be done con— 
tinuously over a period, yes. 

Gon Now. vine Chapters Viti-<+ 

THE CHAIRMAN: ' Befor going to that: I see you 
refer to this fund as a source of capital for the railway? 

Ah, Wes. 

Q. What is the ultimate fate of this fund? I notice 
you guard yourself, answering my question, by saying you 
have made no attempt to analyze all the implications of 
this suggestion? 

ie “Yee. Chav 2s one of ‘the implications of it to some 
extent, because if it carried on for a4 long enough period 
it is fairly obvious where it leads to. If that fund was to 
run say eight or ten million dollars a year or something 
bigger than that for twenty years, the users of the service 
would soon have a very big stake in the CQuLty., 

@. Whom does the fund belong to? If you had to find 
an owner for it, whom would it belong to? 

A. That would be one of the very bad questions. That 
is why I say this particular Suggestion is not so much a 
Suggestion on its own merits as a Suggestion that something 
2 ‘bab out of the ordinary may have to be taken into consider- 
ation and experimented with in meeting this problem of 
financing improvements, which is one of the most important 


problems in the whole thing. 
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Thursday, November 17th 1949. 


R. E. MOFFAT RECALLED 
CROSS EXAMINATION BY MR. EVANS RESUMED 


MR. EVANS: Mr. Moffat, would you look at page 4 
of Chapter Ix which is part of pages 115, 116 of the 
printed brief. YOu rather Suggest that because approximately 
80% of the expenses are alleged to be variable with 
traffic, that a rate which is 80% below the normal rate 
may be considered as prima facie at least, not compensatory? 
As aves, | don't think #t ts quite as strong even 
as that. I think I restated the intent of this once 
yesterday. It is a suggestion that if there has been that 
type of increase in the percentage of the expenses which 
are variable with traffic, then it follows that the justific- 
ation for competitive rates is correspondingly less than it 
was under the former condition. Now, there may be some 
Suggestion, as you phrase it, prima facie, that those are 
unprofitable which are lower than 80% of average. I do 
not think it necessarily follows through that that would 


apply to individula commodities. It is Simply a suggestion 


that that should be looked at. 


Q. The way you put it here is that if one looks at 
this situation in relation to the argument presented: in 
connection with competitive rates, the conclusion is that 
if the proposed competitive rate is less: than 80% of the 
normal rate then the return they took from the traffic 
entirely eliminated the cost element. Now, I understand 
your answer to mean then that you are not taking quite that 
extreme position? 


A. That ts correct ; 


Y. Because later you point out or Suggest the fact that 
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some of these rates are probably not compensatory, that 
the percentage of the standard rate as represenveo bir the 
competative rate is as low as 30 to 40%? 

A. Yes, certainly there is no intention of suggesting 
that anything that is below 80% is automatically <n the 
category of non-compansatory. 

Q. Would you go so far as to say that prima facie 
it would be? 

A. Well, prima facie, they would be deserved to be 
examined. I think that is about as far as we would want 
to go. 

Y. May I put this to you, that there might be weight 
to that view if the normal rate were based on cost? 

Ave Seoweciay ie) it. 

Q. Now, we know that in this case we are dealing with 
a value of service principle in rate-making and not a 
cost of service principle? 

A. Wel], a combination of the two. 

2. Well, I think we understand each other, that it 
is not altogether value of service, that it is not altogether 
cost of service? 

Aes (Inet LS correct. 

Q. I think we agree this far that the high grade 
traffic is probably contributing very substantially in excess 
of the cost of handling it, taking the class rates? 

A. I would not agree with that necessarily. 

Y. You would not agree with that. 


No. 


oO > 


Have you made an analysis to disprove it? 

A. Not in detail, but take the traffic that moves 
in first and second class. 

Oo. Yes. 


mn) 


A. A Substantial part of it is a category of traffic 
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on which costs are already quite high. They are just 

on general appearance, L.C.L. traffic and packagec goods 
and things of that sort, where you have a fairly heavy 
terminal cost, loading costs.and handling costs, and the 
paper work that is involved, that sort of thing. 

Be bu Ge Soar load rate, for example, were yielding 
as high as 7 and 8¢ per ton-mile, would not you then agree 
that that was probably in a class that -was prima facie 
making far more than any other? 

As. UNG. 

Q. YOu would not agree? 

A. Not without looking at the cose, 1 don't think, 

Y. Would you say this. You have never made-a study 
as to that? 

A. No, except that you have the evidence On the one 
case that always impressed me, the record of the American 
roads with their coal tratiic, 2 very low rated commodity 
but one that is) still Showing the highest profit return 
probably of any roads in the United States. Ana other 
things, grain traffie in the West which is a reasonably 
low rate, but certainly we would not admit Dig ie ne OT 
unprofitable rate. 

2. Well, would you say that one would consider as 
prima facie a non-compensatory rate a rate that yielded 
as low as 24% of the regular class rate? 


A. No, not without looking at the cost factor. 


Q 


Ye 


So you don't wish to convey by this reference to 
these compeetitive rates that any case can be made against 
the compensatory character of these rates merely by making 
that test you apply here? 

A. No, that was not suggested . Ca. a Cea. An oh S 
Sense, except to indicate that those are the kind which might 


Justify being looked at. 
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2. Yes, I rather got a different impression from your 
brief. Now then, you knew of course, (perhaps you did not 
know) that the grain rate happens to be about 24.4% 
of the eighth class standard mileage scale? 

A. By that kind of measure it is one of the low 
Pates. 

). .L am not referring. exclusively. .--- 

A. ,Butsthe question. is. the cost factor. 

THE CHAIRMAN: Would you please repeat that for me? 

MR. EVANS: OM the Crows Nest Pass grain rate, I 
took for example Regina to Fort William, 776 miles, and 

20¢ represents 24.4% of the eighth class rate , which 
is the ordinary rate under which grain is classified. Just 
for the purposes of the record, the mileagee scale and the 
commodity mileage scale applicable to grain (commonly 
known as the domestic grain rate) is 50% of the eighth 
Class rate. 

THE CHAIRMAN: How does it come to 50%? Is that a 
commodity rate? 

MR. EVANS: It is a commodity mileage scale applicable 
to grain and it works out at 41¢ from Regina to Fort 
William as compared with the eighth class rate of 82¢. 

Now then, in Chapter X, Mr. Moffat (I have very few 
questions I want to ask you about that) on pages 2 and 3, 
which will be found at pages 126 - 7 of the printed brief: 
there you have been dealing with, in the first case, 
Exhibit 326? 

Dine gee: 

Q. In the 21% Case. What in effect you have done in 
your appendix which became Exhibit 119, is to bring that 
Study down to a later date? 

A, The first Tour pages of Thar calculation, yes. 


a. Yes, that is Exhibit 120% 
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As Yes, the first four pages of Appendix B. 

Q. Yes, but now then, there is this difference between 
them, that in Exhibit 119 you eliminated the grain rates 
entirely? 

A That 1s correct: 

2. Now then, I understand your brief to argue that 
the purpose or the justification for eliminating grain is 
that it is of no concern to you where you have to remove 
your grain both on Eastern and Western. lines? 

Ae BEXils nomconcernvtomus? vit tseientirely of coneern 
to us. It is of no concern to anybody else. 

4. Perhaps I misunderstood your brief. Will you tell 
me why you have eliminated grain rates? 

A. Because the raising of grain rates in Eastern 
Canada, as has happened by 30% in this period, is raising 
rates which ultimately fall upon Western Canada. 

Q..t yes? 

A. And consequently raising the Eistern grain rates 
is in no way equalizing the level of rates between Eustern 
and Western Canada. 

Q. Yes? 

/ 

A. Any of those rates which we pay on our shipment 
from the West should be eliminated from a study Onicha sort 
if possible. It seems to me grain is one we can get out. 

If we could get out the livestock products rate on meat, 
for example, from the St. Boniface Packing Plant to Mcntreal, 


which is a rate also we feel we pay, we would have preferred 


to have that one out. An thing of that sort, as Commissioner 


‘ 


Innis pointed out yesterday,is the sort of rate the burden 
of which falls on Western Canada. Consequently in comparing 
rave levels 16 should go out 47 possible’. 


Q. Actually it would be better if you could eliminate 
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all East-West traffic entirely. 

A. : That is right. 

Q. And I think you would agree that again it would 
be better if you could eliminate all international traffic 
also? 

Aap LRG ABET ieat:, 

Q. And it is these difficulties which you and I 
discussed in the 21% Case? 

A. Yes, at considerable length. 

y. Now, I am just going to put this one thing to you. 

I am not going to take you all through that, you will be 
glad to know. I just want to put this to you, that when 
you consider disparities, or perhaps it should be relative 
burdens? 

Ae YES. 

Q. The level of rates enters into a consideration of 
the policy. Now, I am not talking about distance but I am 
talking about level, 

A... ves, well,, 1 would, not elaborate that. 

Q. I think it must be, yes. So that if you want to 
measure disparity or burden, I suggest to you that you 
cannot get a true picture unless you consider the advantages 
enjoyed by the West as compared with advantages or 
disadvantages (as the case may be) enjoyed by the East? 

A. ..That.is correct, yes. 

2. Yes, now then there is one other aspect at pages 
4 and 5 of Chapter X. You said under the heading --- 

THE CHAIRMAN: Give me the page in the printed copy. 

MR. EVANS: 128, my lord. You spoke of the danger that 
the differential will be greater in the future? 


A. Yes, that is the thing we are primarily concerned with 


( Page 9038 follows ) 
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Q@. And is it fair to say thet the substance of 
that section, shall we call it a4 Section, the substance of 
that section is the danger that the competitive rates which 
have now, aS you say, been temporarily raised, may again 
come into prominence in eastern Cenada to a greater extent 
than in western Canada? 

A. Yes, that is the subject it is concerned with 
there. 

Q. I want to get to the meat, to the substance of 
what you ere fearing. The fear is that the disparity 
will be restored or come back because of the denger that 
competitive rates will again come into greater prominence 
in the east on a lower level? 

A. That is the general problem. There are a few 
specific points where we are asking that something should 
be done specifically to bring about equalization but the 
major problem is the one you are describing, 

Q. I will come to equality again, but I am talking 
about this particular peragraph and my understanding is 
that your fear results from the fear thet this competition 
will produce this lower rate? 

Ue ed tory ah ee 

QQ; iIwtvake it, then; that the basis of your fear 
is that any disparity which is the result of competition, 
is something which you consider to'be 3 disparity which 
ought to be removed? 

As £ am sorry, can) l have that. acain? 

Q. If your fear is that competitive rates will 
again produce this so-called disparity your fesr must 
be that if competition produces this lower rate, you will 
be at a disadvantage because of that situation? 

Big OF OS, 

Q. Now, then, is that also the position if the 
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competitive rates meet the criteria which you sadopt in 
your brief? 

A. It is considerably less serious if they meet 
the criteria that are Suggested in our brief. On the 
other hand, conceivably if a Substantial proportion of 
the treffic is in that Cabegory, i1feitiites being carried 
at barely out-of-pocket costs and not meeting the fixed 
cost element, you can get into a Situation in which one 
area is showing losses and the resulting shortage of 
revenue, shall we say, is the reason for an application 
for a general increase across Canada as a whole, and that 
problem certainly is one on which we have very strong 
VLews niin fect, you really have two problems. You 
have the problem of the individual rates meeting this 
criteria and you have a Separate problem of those types 
of rates being bunched in one srea. 

Q. Yes. Now would you choose,if you had to, 
the -- supposing the competitive rates were bunched in 
the east, the condition of competition again becomes 
acute and the competitive rates again become bunched, 
let us suppose they meet your criteria. They are 
compensatory in the sense you describe in your brief? 

Kawoves 

Q. Is it your view that we should overcome that 
and that traffic to the west should get a smaller range 


of rates? 


eV NEN Grere one t rate 

Q@. That is your suggestion? 

A. Our suggestion is that the western rate level, 
if that situation has developed, could be set at a level 
which will pay operating costs in the west and that the 
west be left alone, that there be no move to raise western 


rates and that some other solution be Sought. We are not 
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making any other suggestion except to say this may be 
a subsidy that is involved. 
Q. The competition demands that the rate be at 
a certain level and those rates sre making up much more 
then eWet out-of-pocket expenses and therefore either 
we have the choice of losing the traffic by raising the 
rates and losing some of that revenue or we have to carry 
it. Now, in your philosophy, the west should not in 
those circumstances have any increase of rates and the 
need for increased rates in the east Should be taken care 
of by a subsidy? 
A. In 4-sense it always has been taken care of 
by @ subsidy in the form of rates in the west higher 
than were necessary in the west,which created additional 
revenue which wes within the C.P.R.'s use to subsidize 
the east and what we are asking now is that that sort 
of subsidy should be Stopped and some other sort of 
Subsidy should be used in its place. 
Q. I think we should deal with that for e moment -- 
THE CHAIRMAN: Pardon me, About the second 
Sentence at the top of page 128, I read: 
"We would point out, however, that in their 
Second application for a 20 per cent increase in 
freight rates, the railways proposed to deliberately 
re-establish a substantial part of this differential 
by requesting 3 20 per cent increase in freight rates 
other than competitive rates, the latter being 
restricted to a proposed 5 per cent increase," 
Well, were competitive rates to be set there by the Board, 
too? 
MR, EVANS: No, sir. 
THE CHAIRMAN: What does it mean there -- the 


word "restricteq", That is what I can't understand -- 
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what is "the competitive rates being restricted to a 
proposed 5 per cent increase"? Will you explain that? 

MR. EVANS: Yes, sir. It is one of those things 
that is subject to misunderstanding. What happened is 
this; in July of 1948 the railways made an application 
for an increase of 20 per cent, They felt that despite 
the fact that these competitive rates were under review -- 

THE CHAIRMAN: Review by whom? 

MR, EVANS: By the railways. They were going 
through these competitive rates ever since price: control 
went away, but despite the fact thet those rates were 
under review, they believed that on the whole competitive 
rates could also stand the 20 per cent. Now then, the 
railways wanted to get a 15 per cent interim increase in 
all rates, but being unable to get the interim increase 
set down they went shead and increased the competitive 
rates which they were able to increase by 15 per cent 
and when the 20 per cent increase was coming on for 
hearing, they had to forecast revenue which would be 
available from the 20 per cent increase and they 
forecast it on the basis that competitive rates would 
also go up an edditional amount equal to the difference 
between the 15 per cent they had already got and the 20 
per cent which would be appliei to all the rates. 

THE CHAIRMAN: That makes the 5 per cent? 

MR, EVANS: Yes. 

THE CHAIRMAN: I understand it now, 

THE WITNESS: But the point we are making in 
the brief here, sir, is that if that hed been done, it 
would have re-established the old differential. That is 
the point. 

THE CHAIRMAN: Yes, I understand that. 

MR. EVANS: Of course, it would have OnLy ert 
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these Poher factors were not going on continuously in 
competitive rates such ss in the transcontinental rates 
and other rates? 

es ees eS ¢ 

Q. Now then, on the question of regional 
profitability, Chapter xX, page 10 and page 11, sand the 
printed brief at pages Lol se end 413534 pno0w then, I do 


not want to take you on language there, but I want to just 


See whether you and I understand one another. Your view 
is that in the case of the western costs proving to be 
less or the western profitability proving to be more, 
whichever may be the result, that there should be a sort 
of a ceiling put on the western rates until the eastern 
rates have made themselves equally profitable? 

Pe Leo. 

Q. I hope I have paraphrased you correctly? 

A. Yes. 

Q. Now then, have you considered how you would 
apply an increase or an estimation of the extent to which 
western traffic produces increased cost in railway 
Operation in the east? 

As Well, that ts “your problem of cost accounting 
division, yes. 

Q. And one of the things thet was missing, was it 
not, from the so-called estimate of regional profitability 
to which your brief referred was that no attempt hed been 
made to messure that? 

A. Well, there was a cost accounting analysis there 
using various arbitraries as 3a method of allocating costs. 
Each one of those would need to be reviewed and studied. 

Q@. Generally speaking, have the costs incurred in 
each region been attributed to that region regardless? 


Ay Yes. 


cia a ae : 7 
; A a , . i" ee vf ok re Pe B Gree os 
i! ae ‘yiboeutine 103, 99 ‘ = i 
soi Fadnwaisavens 


u ea ay a, i heats _ if 
: a 5 ae) oe ann 
3 ' ree, ri 

ot 


bun athe HM oa i poet a 


SA en 


i 


alt 
tae RoRSG ye “kts hexhs 0 
‘ Riles Ue! 


ie No BOX tet * of F aeM ia?) 


ee f = ffir 
“ ; aA i 
at Y sks 

nae . OO 2 tt) ied Ee ey 4 se abst ss Pe ‘etss HOY y eRe seb 


iT 4 Peer ee ome 
bt eee Bes sae oe och ot ahs” rhs % 
! 
> é 2 eon is seas w 
Bi Hikes ok GO A pai ae oA ORT! 
Oe fs +i ; t rr 
rie eae Mee dG hy fie 24 ty 1S vie ws} 8 ie: - ‘if aa ei ste ade Svea ati : Y 
rn : 
te ek ee aie aes ay lace Bias cae ae eee ee ai eck Nae beta a ; 
ft \ ty s o Son om _ Roepe as oy 3 de (het ‘ is Say woth foe oe weer Pet ) Salt ten , ig t0 ito . 
i. : : 
; * ' i‘ : 
M4 ve eee jeoih) obate covet eoten 
t ] pears) ry i “yf k & evry os “et yer over es a a 
: ) Bi = |i 
‘ e 7 aa ; % : 
P| ‘ok ey oR 
, A * # * 7 
‘ i 


See 
¥ 


: 

2 Gen > aap 2 seed Nee & tS dip dh ay Fp ae igne whee 5 

hy if 

i . ; 

© ; Npced pe! gl sak Di, Fede iy seeile y eS 

ks e _" t Lona 

; 

r 

| 

: ee ee te ie Fos ye z “y Sie oat ey S 20% 

° 

4 

~s q 

. i 2 iat dihey Sard pach ie “a 

ue i ie Se Pe ee aaa “y tae 6 Vm Ss 

- i 

eee es cob mer yo Palas Yo evel HL “o- ‘( @ ait Ke 30m _ a 
: 

; AES eee yar es ee nee " i” 
ait tes Bui Ey Eke op Garo eyeper ay ese voawe sO saoltiy ot iT 
nf j ?, 

: 5 4 eG Pee rate As evs vd 
. cis sueesm oF Shem - 
f : yr ; ¥ . y ‘ - 
: Eran: ete AC deer Oe ee cul era gads are fb Ps 
is chav lete Satoeitece Stes 6 wen Stee 2 few. uA r 
La s ; f 
ite tase Oa aes aie ae st Le ee 
# gots ued etdrate wish irev git 
i me Lhe vine j i 
a adits tees ate Gas) eu 
; i, Ay Os 


x uy 
te Leura) ‘Dy rete ye Ry sol & cea 
FY ei * ts P te wah: se 
bt since ee aye ty ay: aa 
: # 
ie 


" ¥ ty op pep ay Paha | ig \¢ aye 
* ee io —s q é y =} 


ot &) ead 


- 9043 - Mr.* Moffat,’ cr=ex 


Q. Now, I am suggesting to you this, that the 
whole of the line from Fort William east to Sudbury is 
primarily adapted to the carriage of traffic originating 
in the west? 

A. Yes, and I said yesterday we thought that line 
should probably be included in the west. 

Q. Of course, that is one of the things your study 
of profitability does not include? 

As PeneuM Ss Pent, 

QO. isn't it eteo true thas because of this large 
volume of traffic moving over east, the wheat treffic, for 
example, that the eastern terminals sre far greater in 
extent than they would be for eastern traffic? That seems 
to be obvious? 

Aa. Choon t “now, 

Q. The port traffic -- say, Port McNicoll ana 
all those bay ports including St. John and Halifax? 

A. They ere larger by the revenue that comes in to 
them too, 

Q. So it is almost impossible on the kind of study 
you have put in your brief, to determine whether in fact 
one region is more profitable than the other? | 

A. Well, yes, it is impossible to define it exactly 
Just the same as it is impossible at any cost accounting 
analysis to decide exactly, but still that does not stop 
cost accountants from estimating cost. You have to do it 
the best you con and get as close as possible, 

Q. Now then, in your brief you do not take into 
account the result of checking Canadian Pacific and Canadien 
National rates from east to west? 

A. No, there are no complete figures available on 
the same basis for the C.N.R., so fer as I am aware, and 


you have mixed in with it always the question of the losses 
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on what we call lines built for purposes other than 
ordinary business reasons. 

Q. But if there sre losses you will find the 
losses occurring both east and west? 

pm Lee, 

Q. So I suggest to you that in the case 
before the Board of Transport Commissioners, the 21 per 


cent case, that at the same time this information was 


put in with regard to the Canadian Pscific Railway, 
exactly similer information for similar areas was put 
in for the Canadian National Railways? 

A. Not exactly, was it? 

Q. If you add those results together, both east 
and west, you get an entirely different result from whet 
you show? 

A. I don't think so very different. I am not 
too familiar with that aspect of it, but I am told that 
our people never added then together. 

Q. I added them together in my argument. I think 
perhaps your people forgot that? 


A. That may be so. 


(Page 9045 follows) 
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Q. Now, I draw your attention to Chapter XI, page 2, 
page 136 of the printed brief. Under the heading of 
"Simplification of Rates and Tariffs" you speak about the 
rather pitiful plight of the small shipper? 

ier BALe Ss 

Q. Being at the mercy of these particular freight 
agents who pick rates out of the hat, and if he is lucky he 
gets a low one and if he is not lucky he gets a high one? 

A. Yes; in colourful language that is about the Situa- 
tion, yes, 

Q. Well, that is about the substance of what you have 
on that page? 

Awa «<Yosr 

2. Now, I suggest to you this: Perhaps you did not 
know this, that it is the duty not only of the agent at the 
originating point but the duty of the agent at the destina- 
tion point, to check the rates; did you know thet? 

AwdhaNo 3 

Q. It is also the duty of the audit department to 
check the rate? 

A. Yes, I would imagine that is true. 

Q. And it is'also the practice -< and I am asking you 
to see whether you agree, because these are my instructions -- 
it is the practice that when there is any mistake in a rate 
-- when I say a mistake in a rate, there is only one legal 
rate -- refunds are made automatically? 

A. Yes , but in addition there are, as we point out 
here, a substantial number of people in Canada making quite 
a good living on the basis of auditing freight bills and 
taking a percentage of whatever Savings they can find in 

those freight bills. There is a very substantial number of 
people in Canada making quite a good living that way, simply 


on checking up freight bills, which indicates that there must 
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be a substantial number of bills of that kind getting 
through, 

Q. But the fact remains that the public has a greater 
protection in the case of freight rates, there being only 
one legal rate, than a person has going into a store? 

Ay Oh, yes. 

Q. Where he may find prices different in every store 
he goes into? 

We pone os Pent, oulTe so; 

Q. Now then, are not these questions as to the pro- 
sarees of the shipper, in the kind of case you mention, 
purely a matter for the Board of Transport Commissioners? 

As Oh, i think possitpiy, yes: 

Q@. And entirely within their power? 

ie eS OC CNENK SOs i 

@. And have you made any such suggestions in the 
general inquiry into freight rates? 

A. We have not made any suggestions in the general 
inquiry into freight rates. 

Q@. I suppose it would be daring of me to ask you why 
you did not make any representations? 

A. NO, I think the answer to that is fairly clear, 
There are certain changes in policy, certain changes in 
attitude, which we think should be reflected in the 
statute and in the set-up of the Board before they can do 
an adequate job. That is why we are here asking for some 
recommendations for changes in this kind of thing. 

THE CHAIRMAN: Q. Do I understand, then, that 
what you are asking us to find and recommend is eae simpli- 
fication of rates? 

A. A simplification of rates and a simplification of 
the methods by which the public hear about them and have 
them brought to their knowledge. 
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Q. I suppose you suggest something here? 

A. Yes, we go on then to suggest several Beaat 
bilities. 

Q. But it amounts to that, a simplification in the 
Setting out of the rates themselves, and then a better way 
of making them known to the public? 

A. That is right. What we are asking is that your 
Commission should recommend that the Board of Transport 
Commissioners undertake that sort of job, and, as we 
pointed out in the earlier part of the brief, take more 
initiative on its own account and not wait so much for 
Suggestions brought to it by interested parties. 

MR EVANS: Ofs coumse, Just to.) get. it clear, our 
view is that there is nothing in the world to prevent my 
friend Mr. Moffat from making representations to the Board, 
because I am quite sure that everybody would be glad to 
have suggestions as to the simplification of BEPiTGS.:, . 1 
do not need to burden your Commission with that. The Board 
will act on these suggestions. 

THE CHAIRMAN: Q. Well, have you ever made your 
Suggestions known to them? 

A. No. Mr. Evans just asked me that, and he asked me 
the reason why, and I was explaining the reason why. 

Q. Well, you did not explain it much. You said you 
did not think it would be much USey bh thinkin the last 
part of your explanation. Put yourself in.this position: 
"Well, we can say we did make our representations to the 
Board, and we have had no satisfaction." 

A. No, we have never done that. None of the provinces 
have done that. 

MR EVANS: Q. Now if I may turn to Begecl lof 
Chapter XI, we are talking there about the Standard classi- 


fication of accounts, and I have very little to say to you 
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about that. That is at page 143.of the printed brief. 

Would you agree that a classification of accounts for the 
railways of Canada should be the product of conference 

with the railway accounting officers and the Board and other 
interested parties? 

Rat WSs 

Q. It is important, is it not, that the railway 
accounting officers, who have the practical problems of 
everyday accounting to face, should be consulted, and it 
should be a matter for accountants? 

AVMOh, yes, certainly ,~therevismne’ question of that; 
although we are making another point in here quite strongly, 
that we are not suggesting that this system necessarily 
represents exactly the system that the railways follow. 
They can have a system of their own, whatever they think 
they need for operating purposes, but we are asking that 
this should at least be--- 

Q. Iam talking about your brief. As a matter of 
practical importance, you should have the same accounting 
for all purposes, should you not? 

A. Not necessarily; maybe in the main, but there would 
be certain--- 

Q. No matter what regulations are laid down, there 
have got to be interpretations? 

AUN) ThatuLisvcorrect yy you’ 

Q@. And I suppose that the interpretations would be 
for the Board of Transport Commissioners? 

A. Well, they would probably be arrived at by the 
same method as the regulations themselves. 

@., Conference? 

A, Conference, with probably a formal regulation laid 
down by the Board of Transport Commissioners eventually. 


Q. But there would have to be a ruling from time to 


nha ane he EHE s | Br VsHe 
‘ i eae 0 Pe ee pave y Rani’ 


Pe ROR 1O.L9 aorite santo ‘* Gants? a9c 


Ww 


. | . awaits 
Horo v4 Tacs Yo Foubsug sat ed aSwollae Span To |e 


é i , : oh ‘ y 
Dis DESH (Ot RRS BSCE ERG gittaonos y dinette oe 
Ree" | teohied | buttods 
i : Lye : ihe Ne Kane iA 
; : i Ne! eee ody al vr 


t 4 A ry % . 5 UJ i 7 a 
Me ee ee seat 680 yet Cs ae UR pre 4 eel eo nat & Maras : 
SM cantar i ne aor ks LIE ar Oe ee res Sys wel #82 iy ; iu ee rt 7 i, 
aes 
i i 
aie i Bale 


Reh SOND, Bite alas reer os ste Um, i ee Be ee. ae 
a af Baa | Seto veros a se hrOtee | ge Vice Rees Savanos ue peters | om 


ne 8 P % ee ae \ ome - ‘ 

gv Shs A) S200 F eaaye fe PO ye Pee PLDD > 4 BY roe i8) a 
ie ri arony En eS TO SON ES 1 Oe MR OR oe iy Ue es ear ey ‘ ae eee Sos ery ris yoret 
eG ghee A = ete fe pa eee ee % Ads : a ee eh oe oie Bote a] re] z¢ a) oa ie a 5.9 ih B 
2 ; 4 ai 
ba F 

OP ak eee yee ee eee Se ee ae ae Se cee Oe ee NN ies = at one ‘ 
| ¥EENsetoton moseys else TST SalissRers com ots SW aes 


MOLTOL e¥awiicy ate vse moteygs sry Yoroaxs e278 aia 


ve “ebay edd wovocen ,two gion To mopeva 2 svar hse ‘Youle 


Wo ead Sates ova ow Jad ,evecotre Si ivatogo Tot been vad 
~=a-o% Faael ts Bioode etde a 
. t 
7 F F . Fy i a : : 
é Cj a ; vi ad . Cs, TG : May: wt GOS CROCE Oa fas AS ay a . 
, t, 
petty Pen “ 7 aoe Le a ee ie ara et sala aa el ~e nee © Fin: the pit envi 3 
MiSMVOCOs SMSE offe Gvsd Dlwolse NOY ,Sarastode! EsstIosrg 
’ 
“ . 
; r 31 
$ ie Fay 1 { € 8 g he rece au Ea ids by Pes cake 
i‘ iM ' 
te r ory ya bo + ae a ee Per ite a xe wt . o ke ee - i ah pei 
rumow oroldy Jud ,atem ons af adyam’ (vp iasessosn For. VA 
a “ 
reeRtesisa od 
Stennis Fy nisi if AMmosrsivuRet Fenw verse of +9 
! 4 rs oo - 
enc itsvornisink od cf Tou ayvad 
* - Rood * - 
* tales ‘a Fo ap tgp G4 . ar ree ae 
of olyow enoigedocqrvednt any tent paomire 2 Gal 3 
: Ay ie 
4 -¢ i i = 
Sips ee ao tae 7 ? hig Sea ok yee ye os 
feaxsaotenimiod gro eertetr? Lo Besc# edd -ro% 
3 tak” Vine | UY) ele ain ae: ih a a do eo a r a 
it vd ts eying so yidedong piwow yen ,~fiow si . 
, ‘ i ' 
as “ 
.wovloamedt anottes atGer Say as Dotter mal 
7 2 ; 


Yeoriorre tod oe 


~ iQ049) = Mr’. Moffat, cr-ex. 


Aa (Yes, 

eet OUEWOTI ote xpect, the interjection of the 
executive arm ofr government into that. kindof thing? 

na) Ne 

Q. Now, on page 13 -- on page 145 of the printed 
brief -- you have eight headings showing the contents of 
the annual report to be made to the Board by the railway. 
JUSUUSORSUMari ze, sit eo truerthat, with. the exceptioneof 
itevisues, orand ( in-vyour list, that information set forth 
there was available to the Board in these rate cases we have 
been talking about? 

A. Eventually it became availableto the Board -- [I 
think in every case, because these are the issues that we 
found to be of sufficient importance to press for directions 
from the Board to make them available. That in itself means 
that the only illustrations we can give are the ones we 
discovered, but it suggests that there may be need for other 
things which we have not yet discovered. 

Q. Well, it is always wise to be safe by having enough. 

tue iG Tecvrus thatmtnese titeuressall did eventually 
become available during the hearing. 

Q@. Ido not want to discuss it in detail with you, but 
I just want to draw your attention to one or two things. 

Now then, in number 3 you suggest revealing operating 
revenues, operating expenses and investment, east and west? 

Ay ¥es. 

Q. I suppose then your study for your annual report 
would have to include these things that we have discussed 
earlier, the use of terminals east and the north Lake 
Superior run for western traffic -- all those things would 
have to be weighed in that study? 


A. It would have to be taken into account, yes, 
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probably in the form of a fairly major study in the first 
instance, which we have requested that this Board lay 
down the general lines of. 

Q. And then there would be an annual-- 

(ois4 IBPINEANE Up. reo: dave. 

Q.< An annual bringing of that up to date? 

ft Les. 

Q. Now, when you come to 5, we run into a little more 
trouble there -- and I will read 5 for the benefit of the 
Commission: | 

"include the data necessary to a more detailed study 

of traffic statistics: particularly With) respect to. the 

volume of traffic moving under the various types of 
rates," 
That in substance requires a way bill study, doesn't it? 

A. Yes, which is under way, although I have not been 
able to discover the details of just what is being done 
there, although I know there is a way bill study under way. 

Q. Have you any idea of the amount of work involved 
in a way bill study? 

A. I know it is: substantial, yes. 

Q. In the case of the way bill study for the annual 
report, that would have to be a substantial repetition year 
pyyean ss would tL? 

A. Yes, on some sort of sampling basis, maybe. 

Q. A sampling basis could never be true sampling un- 
less it had at least the four days the Board is now using? 

A. ~ Well, dT would not want: to say it should be: on! the 
basis of four days, but it would have to be about that 
proportion of whe total traffic,e yes: 

a. Now, I suggest to you that the four days that the 
Board began a year ago last summer " despite oe fact that 


there is a staff of the Board and a staff of the railways 
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working on that, that four days sampling has not yet been 
completed? 

we 6S, LRNOW CHats «Lf am aware or that. 

Q. Now I ask you this: How could you have that as 
an annual report to the Board without a very great deal 
of expense and trouble and unnecessary work -- a way bill 
study in the course of every year of the calendar? 

A. I am not familiar with the exact amount of work 
that is involved there, I know Ener it is:a Substantlal 
amount of work that is involved. On the other hand, I an 
familiar with a good deal of statistical tabulation that 
is done in Ottawa here by the various Government depart- 
ments, and I know that statistical problems of this size 
are not major studies as far as Ottawa is concerned. The 
D.B.S. takes on, I would judge, a dozen or more studies 
as big as this in a year. 

Q@. What staff has the D.B.S.? 

AS Une uney Have, @ Bie Start, yer. 

Q@. It is a matter of expensive staff? 

A. That is right, and it would have to be judged 
according to the amount of expense, the frequency with 
which it would have to be done. That would all have to be 
taken into account to reach a decision, but I think it is 
fundamental that we have something available to us to tell 
us how much traffic is moving at class rates, how much 
traffic is moving at competitive rates, how much traffic 
is moving on international and related rates, because the 
Board itself in.its judgment in one or two places said, 
"We cannot give effect to this or that submission because 
we do not know how much money is involved." 

Q. Now, is Manitoba prepared to have rates increased 
to whatever extent these additional costs may entail? 


A. Yes, because we think that the amount of the 
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additional cost on a thing of this sort in relation to 
the total freight bill of Canada, which 1s somewhere in 
the neighbourhood of $800 million a year re. it would have 
to be an awfully big study to be any significant part of 
that. 

Q. What about the inventory of road property, which 
2s your “item 7? Isn't that also a colossal task? 

Ay Tewould not think Je would ‘be terribly bile; if it 
was maintained year by year. It would be a big job to make 
Pre wie irre) sistance. yoo. 

Q@. And there again, Manitoba would be willing that 
its rates be raised by whatever was necessary to pay the 
additional cost of the accounting and clerical work in- 
volved? 

Kh. “l-am told that, 1G is"“practically available “now 
in Exhibit 49-49, after a good deal of controversy has gone 
On. —Lo IS Tow available, "IU "is a matter of “keeping it 
Uo to dave irom nere on. “lt is already prepared: 

Q. Thank you, Mr. Moffat. 

MR COVERT: ‘Mr. Chairman, Lf have arranged 
with Mr. O'Donnell and Mr. Moffat to forego examination 
now, and let Mr. Moffat step down until Monday, to give 
us an opportunity to go ahead with the rest of the agenda. 

The next submission is that of the International 
Brotherhood of Teamsters, Chauffeurs, Warehousemen & 


Helpers of America, ‘American Federation of Labor. 


La He DlAChN nuns Calce. 
EXAMINED BY MR COVERT: 
Q. Mr. MacArthur, will you tell us your position 
with the International Brotherhood of Teamsters? 
A. I am International Representative for Canada. 


Q. Now would you go ahead and read, please? 
(Page 9055 follows0) 
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THE WITNESS: Gentlemen, may I express at 
the onset our deep appreciation of the opportunity of 
being permitted to appear before this Commission and 
to present for your consideration the views of the 
employees engaged in truck transport operation as 
represented by the International Brotherhood of 
Teamsters. 

It should be pointed out that this organization 
is not too familiar with the terms of reference given to 
this Commission. It was our impression that the primary 
purpose of the Commission was to investigate into freight 
rates and financial structures in rail transportation. 

It was, indeed, much to our surprise and concern and 
through the medium of the Daily Press, that it was drawn 
to our attention of certain representations being made 
by Labour Unions particularly interested in railroad 
employees and in such representations, recommendcat:ons 
of such radical nature that we did, immediately fe 
with the Board a request for the privilege of stating 
labour's position as reflected by the International 
Brotherhood of Teamsters, Chauffeurs, Warehousemen and 
Helpers of America. 

Little. time has been given for the opportunity 
of preparing a comprehensive brief, purely a matter of 
days, therefore we ask the indulgence of this Commission 
in thea content and rather» hurried: preparation, of.same. 

The international Brotherhood, of Teamsters, is 
am affiliate, of; the, American) Federation, of Labour; andeed 
is the largest affiliate of such body, having in member- 
ship upwards of 1,100,000 members, such membership being 
contained in 1,000 local unions throughout Canada, United 


States, Alaska, Canal Zone, Territory of Hawaii, anc 


having very broad jurisdiction over almost all modes and 
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types of truck transportation including city pideup ata 
delivery and over-the-road or line drivers, milk transport 
dairy employees, bread transport, bread salesmen, coal and 
ice drivers, newspaper and periodical drivers, taxicab 
drivers, bus drivers, dump-truck drivers, building material 
and construction drivers, hurse and ambulance drivers and 
warehousemen, etc. There are, roughly, 32 different 
branches of our craft in such jurisdiction for the purpose 
of organization, as granted by the American Federation of 
Labour. 

It is the aim and object of the International 
Brotherhood of Teamsters to organize under one banner all 
workmen engaged in the driving craft and to educate them 
to co-operate in every movement which tends to benefit the 
organization; to impress upon our membership, our employers 
and the public, that it is to the advantage of all concerned 
that workers be organized. The organization of our craft 
requires honest and intelligent membership adapted to the 
business. We teach our membership the advantage, benefits, 
and importance of their industrial position and we endeavour 
to build up a labour organization in conformity with the 
highest standards of our Canadian citizenship. We seek to 
improve the industry by increasing the efficiency of the 
service and by instilling confidence, goodwill and under- 
standing between our membership and their employers which 
will have the effect of preventing serious misunderstandings 
between the membership and their employers, and which will 
further co-operation and fair dealing with all employers 
so as to secure for our membership reasonable hours, fair 
wages and improved working conditions. 

In Canada the International Brotherhood of Teamsters 
speaks for. Local Unions -- 28 in number -- and located in 
the principal cities of all Provinces with the exception 


of Prince Edward Island and New Brunswick. 
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PROVINCE CITY LOCAL 
Newfoundland St. John's il 
Nova Scotia Halifax 1 
Quebec Montreal 2 
Ontario Toronto 4 
Windsor a 
Hamilton si 
Ft. William res 
Sernia 1 
Manitoba Winnipeg 3 
Saskatchewan . Moose Jaw a 
Saskatoon A 
Alberta Calgary 5 
Kdadmonton ti 
British Columbia Vancouver 5 


I would also draw to the attention of The Honour- 
able Members that the jurisdiction granted to these afore- 
mentioned Local Unions extends, in many cases, considerably 
beyond the confines of the City or Town they may be 
located in, for example: the General Truck Drivers Local 
of the City of Toronto takes into membership truck drivers 
located in 34 centres within the Province of Ontario: the 
same may also be said for the Transport Drivers Local 
Union of Montreal and also that of Vancouver. 

In Canada the Local Unions of the International 
Brotherhood of Teamsters are affiliated with the Trades and 
Labour Congress of Canada.--indeed the International 
Brotherhood of Teamsters are the fifth largest affiliated 
Union of the Trades and Labour Congress of Canada <= in 
fact exceeding in size from the point of view of per capita 
tax paid all affiliated railroad unions with the exception 
of the Brotherhood of Railway Carmen of America. 


This organization has had, over a number of years, 
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contractual relations with the individual employer and 

employer groups on behalf of its membership engaged in auto- 

motive transport, short and long haul, from one end of 

Canada to the other, and it can be truthfully said rep- 

resents in collective bargaining a considerable number of 

the employees engaged in the truck transport industry. 
HISTORY AND GROWTH 

With the growth and development of Canada as a 
Nation, such growth being accelerated this last decade and 
her emergence more and more from an agricultural economy 
to an industrial economy, the bright stem of that growth 
can very well be considered transportation in all its forms. 

The evolution of transportation is indeed an 
interesting one: the changing from the ox cart and the 
prairie schooner to rail transportation did much to open 
up vast new territories in Canada. The railroads are woven 
into the very fabric of our economy, but as that economy 
has become more and more complex with its technological 
advancements cannot the internal combustion engine of 
yesterday, the plane of today and the possible industrial 
use of atomic energy tomorrow, be considered as steps in 
our ever-expanding economy? 

It may safely be said that World Wr Number One 
lent added impetus and proved the necessity of truck 
operation. In the twenties began the growth of the high- 
way trucking industry in Canada. 

This youthful industry has grown in the course of 
less than one-third of a century to a position of great 
economic importance. The use of motor driven vehicles 
in the commercial field had its beginning in the local 
cartage; the intercity field of motor trucking entered 
upon @ period of rapid expansion following the First World 
War. 


Canadian truck production records show that the 
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number of trucks produced in 1921 = 5,148; 1931 - 17,487; 
1942 = 216,057; 1948 - 96,941. It is assumed the drop in 
production from '42 to that of '48 was caused by emergence 
from a wartime economy to peacetime economy with its 
necessary retooling and shortage of basic materials. 

In 1947 there were a total of 428,000 commercial 
truck and bus registrations in Canada, over 50% being in 
Quebec and Ontario. In the gas tax and license fees 
accruing from that number of trucks comes approximately 
40% of the provincial tax revenue, while such vehicles are 
the minority portion of the total motor vehicles registered. 
In that regard it should be pointed out that the recent 
federal wartime gas tax of 3¢ was recently added to the 
provincial tax when the Federal Government did relinquish 
this taxation field. 

In the 5-year period of 1939-43, the revenue from 
direct taxation on motor vehicles in the line of gas tax 
and license fees exceeded the cost of maintenance and 
construction of our highways in Canada by $92,000,000. 

In Ontario, for example, the revenue over that 5-year 
period exceeded expenditure by $32,000,000 with the con- 
templated expansion of our streets and highways by the 
various municipalities and the provinces to take care of 
the ever-increasing use of motor vehicles, both commercial 
and otherwise, it is safe to assume that the various 
Provincial Government shall surely make it their point by 
direct taxation to secure the necessary funds for such 
expansion. 

With the ever-increasing use of the truck and 
automobile, both in the private and commercial sphere, 
and the direct taxes imposed in the way of gasoline tax 
and license fee, and with the revenue accruing, the pro- 


vinces of this Dominion have plowed it back in the expansion 
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of our highways and byways. The tote road of yesterday 

is far removed from the express double lane highways of 
today and the major contribution to the cost of maintaining 
and building our roads has been made by the commercial 
vehicle. Despite those interests that would endeavour to 
deny this statement, particularly in our industrial pro~ 
vinces of Ontario and Quebec, does this apply. 

The portion of the revenue dollar ‘earned in the 
trucking industry finding its way back to labour is con- 
siderable. We believe that one out of every 10 gainfully 
employed persons in Canada is dependent upon automotive 
transportation for a livelihood, be it in the production 
of motor parts, truck accessories, rubber included -- the 
sales and service of such trucks, the petroleum refining 
and in the maintenance and improvement of our existing 
Federal, Provincial and county roads, and last but not 
least the actual employee of the trucking industry itself. 

It can be shown that the motor carrier revenue 
dollar is distributed as follows: 


Equipment, Maintenance and garage expense -' 12.4 


Transportation expense Gian | 
Terminal expense 19.9 
Sales and advertising expense eae 
Insurance and safety expense Oa 
Administrative and general expense ipie 
Depreciation expense 36 
Operating, taxes and license Bas 
Operating rents, net aS 


with 5¢ of the revenue dollars or less being net 
revenue. 
Wages, undoubtedly, are a considerable portion of such 
dollar. It is our estimate, close to 50¢ per dollar revenue. 


It may be said that wages in the industry previous 
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to World War Two could be considered low and depressed but 
with the advent of collective bargaining, particularly in 
Ontario and Quebec, there has been considerable improve- 
ment, until today it may be said that the average wage in 
the trucking industry, particularly where agreements are 
in force and effect are more than the average wages in 

the various localities. This cannot be interpreted that 
the ultimate in wages or working conditions has been 
reached. It will be the endeavour of this organization to 
work unceasingly for a greater return for labour invested. 
Also, through collective bargaining has come regulation 

in regard to hours worked and other labour conditions. 
Such matters also being regulated by Provincial Legislation 
in the form of public Commercial Vehicle Acts and in the 
case of Ontario and Quebec Hours of Work Acts. 

Undoubtedly it will be proposed to this commission 
that there should be some curtailment in the length of 
hauls by the commercial truck operator particularly where 
such hauls are in competition with other forms of trans- 
portation, be it railroad or steamship. Again, the angle 
of competition is involved. It has been our experience in 
the trucking industry that those companies engaged in the 
movement of L.C.L. and other freight, between the wider 
points are in a much more stable position financially than 
the smaller operator, thereby being in a sounder financial 
position and able to give more in wages and in working 
conditions. For example: This company's operations between 
Toronto and Montreal and between Toronto and Windsor and 

eee are amongst the largest that we are presently 
doing business with, having upwards of many hundred of 
employees. It would appear reasonable to assume that they 
must find these long-haul operations profitable as they 


constitute the majority portion of their business and to 
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the best of our knowledge are very definitely not operating 
at a financial loss. 

Our highway drivers usually drive by night where, 
therefore, goods shipped in one city tonight can be 
delivered on the consumer's doorstep miles away the next 
morning. It can be said that this service costs less and 
is faster than rail, which is precisely what the shipper 
and customer desire. 

If this is unfair competition, then the trucking 
industry is guilty, we respectfully Suggest, of providing 
the service demanded by the general public by way of choice 
rather than compulsion. 

This Union is not prepared to argue the merits or 
demerits of centralization of authority in Ottawa or in 
the relinquishing of provincial rights and jurisdiction. 

It does, however, seem peculiar to us that many employees, 
in &@ sense, of our Federal Government should advocate such 
&@ move. Surely this Commission knows that the portion of 
commercial trucking carried on an interprovincial basis 

is minute: the vast portion being of an intraprovincial 
nature. We believe that there is ample scope within the 
jurisdiction of each province for regulatory measures, 

be it that of rates, highway restrictions, financial 
responsibilities, corditions of labour or other limita- 
tions. In fact we subscribe to the theory of such regu- 
lations by the respective provinces and the necessary 
policing of same for the purpose of Provecting; first. of 
all, the consumer, the manufacturer, and the truck operator 
from unfair competition within the industry. 

There have been in the past, both on a provincial 
and federal level, previous Boards and Commissions 
established for the purpose of examining into transportation 
as it effects the common interest, both on a provincial 


and national level, and many of those Board's recommendations 
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have been implemented by way of legislation and regulation. 

It has been suggested to this Commission that 
consideration be given to the desirability of constituting 
a Board, Committee or Commission for the purpose of 
carrying on a continuous study of the everechanging trans- 
portation problem, such Board to be constituted by the 
Federal Government. Again, it is the opinion of this Union 
that with our Federal Government being in what might be 
termed "the railroad Business" that this might tend to 
show bias in favour of the railroads, thereby prejudicing 
the trucking industry in which many thousands of our Members 
are dependent upon for a livelihood. As a Union we have no 
objection; in fact many times have favoured as being 
necessary, and also have advocated Boards and Commissions, 
particularly where workers! interests were involved, for 
the purpose of investigating and protecting such interests, 
but we feel any such Board or Commissions, should be at its 
proper level and in truck transport this level would appear 
to us to be that of the respective provinces. 

The same may be said of any suggestion given to 
this Board of any federal control by a federal transport 
commission whereby the trucking in any and all of its forms 
would be required to stifle their efforts in providing the 
necessary and essential service required by the shipping 
public today or to operate under any conditions that the 
railroads, in their limited field of operation, might be 
compelled to do. The trucking industry has grown to where 
it is today and can and will in our opinion continue to 
grow, and will be the healthier for it, as an industry, if 
free and unfettered from Federal regulations. 

It would appear on the part of the railroad and of 
the Railroad Brotherhoodsthat the railroad industry is 


groaning under certain restrictions that the trucking 


Py . = ta oe Pa oe . ( - 
i F = 5 ? * fn oO ue 2 an ‘ 
= . a =. R 
6 - the : = yen 5 
: % . ‘ 4 Ce. - ‘ oa 5 Z 
ee + “ : 3 * S re 8 
Reo = . © ae - - = r me ‘ 
: es a = = , f Z ed , 3 
2 “ : = ~ ; : ie reg i 
Hs “i 5 Ses y 5 5 = = - . 
2 ’ n Sy 5 * te Z to aa = 
oi oS 3 é 4 ~ + Br ae oer 
uy =a . Pe : tei = “4 * vad ‘ 
: ove e : = ee at = wn : pe “ : : ie hes eo . 
‘ A = - : . =" 
& . K Di; Hom g P z 4 / a . 
oy = ¥ ye i Te 3 : es z 5 a ae 2 3 
= = = rs » oe e - a + 
: ¥ tg be # * ‘ saps - ata - ea 
ais, 2 a ES oe s si) hy . ne ze = aa > 7 
en : = ‘ = R * <3 ¢ ‘ : ae S rx 
: . Bs x i & - co 3 
rs : se ae ¥ So ‘ es +> = ied E baa e ‘ 
. B 4 . zs ba ; z ae 
a4 me < : ; ‘ 4s “ = 
* oo aa - iad + ce = 3 “a : : 
a . Ete ies = 4S ah = = Se 5 
S ie : = = 3 oe = a ; pe Be ae! 
=a oad . - BS fen ; ¢ 7 SE: , it — 
é é 25 ~ ‘ th : - Sate > me aed + : 
= * G : . 5 { os a 2 im er = z ES ie 5 { 
g n 4 : - 4 2 zi 3 4 : 
is ae oe e ; > 4 - 4 , > os +h 
& Z oe = 2 Bees Pa a z a i . 
ss = Se = : = r 7 + P r : See : z a s, 
; = ~- “ike ‘ : ye = a : * s ~ 
: : S a, 7 es fs “ aie 
Z ey, ae s 2° “ ey : r - 3 ty 
‘ € Bonk ten Fa - oe = - - S as wut Sout we 
S 4 ‘2 a 4 ve e3 A ie ak re — - 5 ¥ 4 
: ¢ : z i % wey (oe Loe a 
. - ag 2 = 7 . _ : : ot : Ps 2 z 
= +2 a Ficn, I. Saet ik aires ue ‘, i = re Ds x e. = =A rane 
* ose 4 panes Pee 7 = K ao f es : B 2 - 
ce a : 3 i S 
~ = = y ds, — <i Ea - 3 = - <3 ES . x ~ 
oa a + ap : < oe - is 
; : Gag * “y . = be a A = x : : 
“4 f a ? 4 Ee 7 E 7 
a. 4 ° g ~ P te ; hes 
5 : Ree é 2 2. ? ao + He 
a e a Fs * A es = = p H # 3 
= S t = z - hei = é ; Bs re py to E 
pr CaP 5 7 cre = eS ue Pe, - ae re 4, = 
: =u : 2 ee Ss Ye a re . * - Er 4 = Z aed Ms 
. 4 » : ; Ss ' ‘ j =~. f » 
: : et 2 bs is oe <4 + ‘ r ce aie can , = % 
sees 4 x a = a > . zg “To eS + 5 = 
f s ‘ ee C 2 = = a ~ te s ‘ 
= ‘ ra F te oe “2 “ 
- i o 2 Eg © cee 4 a ES : : 
= — pet % 2 a ¥ 
<a eS - ot = tes : bad + ve E 
a — ae . . . z e \: 3 : 
A, e 2 ‘ = S 2 Z 
Ai ra R cae s rat SE a 
- wes 3 a > Ke 2 as =. a DS 8 
Sy , ty x 3 ey * 
es 3 : eA 2 8s 7 : bis EB 4 ‘i : 
See 
aad = - : a 3 ng ~ y 
be re ce : . cei as ; . Te , 
sims 2 = i 5 my 4 eas A * x oo S 
Ee 2 = Ne ~ 
. ne ee 
Sa fend ix = j : r eS 
- ‘ yi ~ 3 


10 


~ 9064 - Mr. MacArthur 


industry is not faced with and that they would have the 
trucking industry so bound. Further, to the best of our 
knowledge no for-hire trucking company, at any time, has 
received direct or indirect subsidies, grants of land, 
cash loans, or had its operation underwritten by any 
Government either of a Provincial or Federal nature. 

It is respectfully submitted that any industry or 
utility being prepared to accept public moneys for the 
purpose of underwriting financial loss, then, is of necessity 
compelled to submit to regulations that may be applied by 
the party providing such financial underwriting, be it 
government or otherwise. Also, that they should not be too 
critical of any other industry, competitive or otherwise, 
that is standing on its own feet financially and which, if 
unable to compete within the transportation industry, then 
must of necessity close its doors or be absorbed. 

It is our understanding that, in regard to financial 
responsibility, many, if not all, of the Provinces do have 
such protective regulations insuring the payment of any 
claims for damages that may be legally assessed. In Ontario 
for example, under The Public Commercial Vehicle ACY, 
every person licensed shall provide and carry insurance 
or bond, certificate of which must be filed with the Minis- 
ter of Highways. 

The naive recommendation of certain interests that 
no bus or truck be operated on any of our highways where 
adequate transportation facilities exist or where the 
railways can and are willing to provide these facilities, 
Seems to us to be hardly worthwhile commenting upon. If 
this country of aie had subscribed to a theory of that 
nature would we not find ourselves still in the horse and 
buggy Aa Can our economic progress as a nation be 


stunted by such fallacious reasoning? By what right, 
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divine or otherwise, can the railroad presume to have a 
monopoly of the free flow of commerce between our towns 
and cities. By following reasoning of this nature to 
its logical conclusion, we would not have been developed 
&s &@ nation. This, in fact, can be considered very similar | 
to charges thet have been made against Labour Unions 
attempting to stunt and mullify economic progress, and which 
is commonly referred to as "feather-bedding." 

This Union has always advocated and will continue 
to advocate in the interest of public safety, regulations 
of a provincial nature, compelling all truck drivers and 
Operators of motor vehicles to qualify by way of examination 
for operators! license. In this regard we are presently 
making representations to provincial bodies for more 
stringent qualifications in regard to over-the-road drivers. 

Character of the occupational duties and the habits 
and traditions of the truck drivers have Changed in the 
course of the rapid development of the industry.” |The 
relatively limited training and skill necessary for quali- 
fication as a driver at first attracted men from many 
other occupations. The trials and troubles of the trucking 
industry in the earlier stages of its development produced 
a large labour turnover and prevented until comparatively 
recently, and with the advent of collective bargaining in 
the industry, the formation of anything like a homogeneous 
occupational group. 

The United States Interstate Commerce Commission 
on April 25, 1938, requested the United States Public Health 
Service to undertake an investigation into the problem of 
fatigue and hours of service of drivers of commercial 
vehicles operating in interstate commerce. As a result 


Public Health Bulletin No. 265 entitled, "Fatigue and Hours 


of Service of Interstate Truck Drivers", was published in 
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1941 and is available for public distribution at the 

United States Government Printing Office. From this 

Government survey we quote the following from page 9:- 
"In summary it may be said that the work of the 
Over-the-road truck driver is becoming like that 
of the railroad engineer -- a skilled occupation. 
Often he is not aware of the exact nature of his 
cargo, and its collection, and disposition is 
of little concern to him. His work is essentially 
to forward freight safely and on time from tere 
minal to terminal. His duties involve knowledge 
of the road and of his vehicle, and skill at 
manipulating his equipment rapidly and safely 
under every condition of weather and traffic. The 
major part of his driving is done at night and 
his task is monotonous and involves exposure to 
accident. A igh premium is placed upon alertness 
of attention, speed of reaction, and the psy- 
chophysiological qualities which determine sound 
judgment in the constantly changing conditions of 
highway traffic." 

By the legislation and collective bargaining, 
restrictions have been placed in the number of hours over- 
the-road truck drivers may remain on duty in the operation 
of their vehicle. Also by regulation has the tonnage and 
size of commercial vehicles been fixed by competent authori- 
ties of the respective provinces. In regard to conditions 
of work and hours of labour, we file with this Board a 
copy of an agreement existing covering some thousands of 
trucking employees in the Province of Ontario. 

More and more today are the Canadian public demanding 
Service and they are prepared to pay for this service. In 


the final analysis are they not the judge in what form 
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this service shall be. The person selling the cheapest 

and giving quantity and Quality is the person that will 

be patronized. The old adage of building a better mouse-~ 
trap than your neighbour holds truer today than ever before. 
John Public is ery ihe the shot and is paying the shot. 

The customer is entitled to the Spending of his money 
despite those people who would endeavour to regulate such 
spending. In other words, competition is the life of 

trade. 

With the advent of the trucking industry and the 
rapid service it was ready and willing to give, this new 
type of transportation did demonstrate to the public a 
desire to serve fast and economically and the faith of 
the public has been demonstrated by the growth of the 
trucking industry as the clamour for its services continue 
to grow apace. Trucks originated door to door delivery. 
Goods leaving the shipping doors in one terminal could 
arrive at their destination in a matter of a few hours, 
depending upon distance, in a more economical form of 
transportation. 

Industrial plants and all forms of businesses 
previously compelled to carry large inventories of goods 
found that with speedy delivery came considerable reduétion 
in such inventories and with it less capital risk and 
more efficiency. 

: The producer of today in an effort to get his 
product to the consumer first and fast, is given a choice 
of varicus modes of transportation and where he shows a 
preference because of service rendered, is he not entitled 
to so do? 

Service is the key-note of the transportation 


industry, be it railroad or otherwise. This, must be 
appreciated. 
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It is submitted Mr. Seana and gentlemen, that 
the trucking industry is presently performing a vital 
service to all our communities and should be permitted 
to continue to do. That there is no necessity for federal 
control of any nature, particularly when our highways come 
within provincial jurisdiction and while, for the present, 
there are no transprovincial or transcontinental federal- 
controlled highways with the possible exception of the 
Trans-Canada Highway, which is still in its formative 
stages or the Alcan Highway, which was purely a wartime 
development. 

The trucking industry to many thousands of employees 
plays a great part in our peacetime economy and while it 
is not our purpose to sound of an alarmist nature, it may 
be said that in wartime economy and in National Defence 
has already proven and will continue to prove essential. 
Amongst the first blows of the enemy will be the attempt 
to cripple transportation; railroads and canals are pare 
ticularly vulnerable in that regard. Highways and the 
trucks that roll on these highways will have AAAl priority. 

In conclusion it is respectfully submitted that 
the future of this Dominion and its many provinces lies 
in the SPEER diel development and utmost use of all forms 
of transportation with a further expansion of our network 
of highways in the part that they will play in our growth 
as an industrial giant and of the taking of our proper 
place amongst those democratic nations of today. All 
of which is respectfully submitted:- 

ON BEHALF OF THE INTERNATIONAL 


BROTHERHOOD OF TEAMSTERS, CHAUFFEURS, 
WAREHOUSEMEN AND HELPERS 
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MR COVERT: Q. Mr, MacArthur, there are a few 
questions I want to ask you just to clarify a few points 
in your Drier, and if at any point you Teel that. you 
cannot answer them I would like you to say so. 

Bel Yeog, ait iene, ott. 

Q. It is just to clarify it that I want to put these 
mestions. First, on page 2 of your brief, in the second 
paragraph, you intimate that the total membership of your 
brotherhood is in excess of one million members, and one 
thousand locals -- that is, one thousand local unions -- 
in Canada, the United States, Mexico, end soon. "On 
page 3 you indicate that there are twenty-eight local 
unions in Canada. I was wondering if you could indicate 
approximately how many members there are in your unions 
in Canada? 

A. That, Mr, Chairman and gentlemen, fluctuates 
from month to month, but according to--- 

Q. Just approximately? 

A. Last year our figures were approximately 20,000 
members throughout the Dominion, 

Q. Then on page 4, in the first and second paragraphs, 
-- in the first paragraph you say that you are the fifth 
largest affiliated Union of the Trades and Labour Congress, 
and in the second paragraph you Say that it can be truth- 
fully said that your organization represents in collective 
bargaining a considerable number of the employees engaged 
in the transport industry. Now, I wonder if you could 
indicate just how many would be in the transport industry? 

A. I would estimate, sir, about five to six thousand. 

COMMISSIONER INNIS: Did you say transport 
industry, Mr. Covert, or truck transport industry? 
MR COVERT: Truck transport, 


THE WITNESS: That is, over the road. 
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MR COVERT: Over the road, yes. 


THE CHAIRMAN: Are the words "engaged in the truck 
transport industry"? 
MR COVERT: Yes, "the truck transport industry". 
THE CHAIRMAN: What is the answer to that? 
MR COVERT: Q. About five or six thousand, I 
understand? 

A. That is correct, sir. 

Q. Then in the same second paragraph on page 4 you 
refer to the automotive transport short and long haul. Now, 
I just wondered if you had any Special meaning so far as 
distance is concerned with respect to that phrase. What 
would you regard as a short haul and what a long haul? 

A. Well, there is no arbitrary figure there. I would 
Say, sir, that we would regard anything under 100 miles 
as “a short) haul, 

Q. fnything under 100 miles is short haul? 

Lek hoo 


‘je And anything over that is a pone hauls As that 


Aisi I LCR 

Q. Now, I just wanted to find out for the purpose of 
realiy Limiting «the questioning: Do you hold yourself out 
as an expert on that matter at all, or have you made a 
Study of it yourself, as to whether anything over 100 miles 
is a long haul? 

f.. No, I have made no study of it, 

Q. You are not really prepared to deal with that? 

A, NOp Liam not .ssin. 

Q. All right. Then would you turn to page Sy /Mr{ 
MacArthur. .In the third paragraph you deal with certain 
figures of what you call Canadian truck production. There 


is a tremendous jump, of course, in 1942, and then in 1948 
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it is down to 96,941. Now, you seem to suggest there 
that that is due to the emergence from a wartime economy 
to peacetime with its necessary retooling and shortage of 
basic materials. What I wanted to suggest to you. was 
that the large figure in 1942, I think, as a matter of 
fact, was exceeded, was it not, in later years, 1943 and 
19449 Is that correct, do you know? 

(em hecho say. Sit. (Deke ve Tie source OF 
the figures is the Dominion Bureau of Statistics. 

Q. I just wanted to suggest to you that it might 
have dueimh entero nests pecause of shortage of material 
and retooling, really that those things were used for 
war purposes, and that demand would cease immediately 
the war was over? 

A. No; in that regard--- 

Q. Does it not include--- 

Ai} It excludes vehicles for war production, ‘war 
material. 

Qo Vehictes ror’ war’ use? 

Qu ip texctludes: them, 

Q@: “Tdid not mean” such’ things as tank carriers and 
so on; I meant trucks that would be used for army pur- 
poses; these figures you say exclude all those? 

AW Thetis my understandings) Lt does exclude ali 
trucks and vehicles for army production. 

Q. And you say oO got this information, these 
figures were compiled from the Dominion Bureau of 
Statistics figures? 

a AP belteve” thathis corpect, sir. 

COMMISSIONER INNIS: 2. You have no way of 
showing the capacity of those ‘trucks? 

A. No, I have not, Mr. Commissioner. 


4 MR COVERT: Q. Now, Mr. MacArthur, on the same 
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page 5, at the bottom, I just wanted to know the source 
of the figures which you give there -- that is, covering 
the excess of revenue from gas tax and licence fees over 
the cost of maintenance and construction of highweys. 
Would you just tell us the source of those figurcs? 

A. I believe the source there, sir, is the Canadian 
Automobile Chamber of Commerce. 

Q. Then on page 6, Mr. MacArthur, in the first com- 
plete paragraph, you say that the major contribution to 
the cost of maintaining and bullding roads has becn made 
by the commercial vehicle, and you say this applics parti- 
cularly in the Province of Ontario, and again I wanted to 
know if you could tell us where you obtained the authority 
or the source of that statement ? 

‘. I believe that is the Department of Highways of 
THe EroVincs son Unterlo, 

Q. And what about where you suggest Quebec as well? 

hens dipegard. to Quebec, sir, 1 could not.-say. 

Q. In the second paragraph on page 6 you say: 

yy oe » one out of every 10 gainfully employed persons 

in Canada is dependent upon automotive transportation 

for a livelihood". 
I just wanted to know what the source of that information 
was? 
he ode Delieve,. Sir), thar these were figures of the 
Interstate Commerce Comiission of the United States, and 
on a population basis we endeavoured to arrive at the 
same figure here. 

Q. In other words, you say what you did was, you 
say that is approximately the proportion in the United 
States, and you say that is probably the proportion here? 

Lwin ted S0ul te tric. 
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$03 you Just say--- 

A. We are assuming that. 

4. That is a guess that you made? 

Bp. eS, 40° isan estimate, 
Q. And probably a good one, Now, I would like 
also to ask you about what you say at the bottom of page 
6 and the top of page 7, where you give how the revenue 
dollar is distributed. I want to know if you can tell me 
how that calculation was made, and under what authority? 

A. That again, sir, as I understand it, comes from 
the Interstate Commerce Commission of the United States, 

Q. And you suggest that the same figures would apply 
in Canada? 

A. Would be comparative here, 

Q. And would the same apply at the top of page 7, 

where you say that wages undoubtedly are a considerable 
portion of such dollar, and, it is your estimate, close to 
fifty cents per dollar revenue -- that is, using the wages? 
Is that correct? 

Ae Yes,-sir. Again that is from figures of the 
Interstate Commerce Commission, which show that the wage 
portion of the revenue dollar in the United Statcs is 
Slightly over fifty cents, and we Say that this in Canada 
would pe ‘close itoefirty cents. 

Q. Would be close to that? 

Hohe “Leos 

2. I just wanted to know if you had made any parti- 
cular study of it yourself, Mr, MacArthur, to sce whether 
or not there were comparable conditions at 2112 

A. Not too detailed’ 4 Study, sir. Figures are very 
hard to:come by in this industry. 

Q. Then on page 7, in the last paragraph, again you 
Suggest that there probably will be proposals to this-Com- 
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mission that there should be some curtailment in the 
length of -hauls by the commercial truck operator. I was 
wondering, as a matter of interest, if your Brotherhood 
Peels that theres 4s any limit at all to the economic 
length of haul for trucks, but I suppose you are really 
not in a position to answer that? 

A. No, I could not answer that, sir 

4. Then in the same paragraph, at the bottom of the 
page, three lines from the bottom, you say: 

"This company's operations between Torontd and 

Montreal , o* 

I was wondering if that was an error? 

Hie SOS + OL GLEe oe typographical error, 

Q.- You probably mean, I expect, when you say "for 
example", there is some company that you have in mind, 
but you are not Suggesting the name of it here? 

he SONGS tthe tts correct, sir, We are Suggesting 
several -- those companies operating. 

Q. Now, as to the haul to which you refer there, on 
the next page you say: 

"It would appear reasonable to assume that they 

must find these long-haul operations profitable. Hl 
That is, from Toronto to Montreal, and between Toronto and 
Windsor. Now, what is approximately the length of those 
hauls, do you know? 

A. Toronto to Windsor would be approximately 20 
or 250 miles, and Toronto to Montreal would be around 350 
or 360 miles, I believe. 

Q. I do not suppose there ig any point in dealing 
with this more Specificalivi “You have, I suppose, no 
personal knowledge as to whether or not their cperations 
are profitable, as to whether or not there were other 


parts of their merations that might be profitable, or 
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might be taken in.conjunction with something ‘else. All I 
am trying to find out, Mr. Maciirthur, is whether there is 
any point in going further than asking wou? this: Is it 
any more than an assumption which you. are making in the 
brief? You see, in effect you say, "Here, they are carry- 
ing on business, and we assume that they must make these"--- 

A, Yes, it is an assumption. A substantial portion 
of the companies' business that we have in mind is the 
long haul between Toronto and Montreal and Toronto and 
Windsor. 

Q. And you simply say here they are carrying on 
business, and presumably hey must be making e profit? 

Dee obese. Cornect,. asin, 

Q. Now, in the next paragraph on page 8 you say: 

"It can be said that this service costs less and is 

faster than rail, which is precisely what the shipper 

and customer desire." 
I suppose if you went into that carefully you might be 
asked, when you say "this service", does that mean service 
between any points? 

A. Not necessarily any point, 

Q@. Because when you say "this service", that is, the 
trucker shipping goods in one city tonight and the goods 
being delivered on the customer's doorstep miles away the 
next morning, to say that this service costs lcss end is 
faster than rail -- that would depend on the two points? 

Ay. Yes... Sir, 

Q. When you say "costs less", you mean to the 
Shipper, do you? He pays less for the service? 

A. That is<correct, yes. | 

Q@.. Well, is that usually true? Do-you.say that the 
man pays less to the truck than to the % train? I do not 


want to take uyou out of your field if you do not feel 
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qualified to answer. 

A. I really am not too familiar with the actual rates 
in the industry, but it--- 

Q@. All I am suggesting is that there may be cases 
where perhaps it costs more to have it done by truck; that 
is, the shipper pays more, but he is willing to pay it be- 
cause perhaps he is provided a quicker service or perhaps a 
service that the we titey cannot provide? 

A. Yes, that might very well ‘be. 

Q@. Then in the last paragraph:on page 8, Mr. Mac- 
Arthur, you suggest that the portion of commercial trucking 
carried on an interprovincial pasis is minute, and you say 
"the vast portion being of an Mit aenep ie taa mature.” I 
was just wondering if your Brotherhood did have any figures 
on that? 

ay om 

Q. As to the amount of that? 

tine NO We Reve: nos: 

Q. Then in the very last sentence on page 8, Mr. Mac- 
LPuiurs, You say: 

"In fact we subscribe to the theory of such regula- 

VC V Ie aie veskiele 
Now, such regulations, I gather from the above part of the 
same paragraph, include regulations of rates and so on. 

You say your Brotherhood subscribes to the theory of such 
regulations by the respective provinces and the necessary 
policing of same for the purpose of protecting, first of 
all, the consumer, the manufacturer and the truck Sperator 
from unfair competition within the industry. In other 
words, you say that you approve of provincial regulation 
of the trucking industry as compared with federal regula- 


tion? 
i iay Met ste correct,,; Sim. (Page 9077 follows) 
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Q. In the second paragraph on page 9, you 
rather suggest, it seems to me, that because the 
Federal Government is in the railway business, that if 
there was a federal tribunal appointed that perhaps 
they would show a bias, that tribunal would show a 
bias in favour of the railway. That is what you 
Suggest? 

A. That is correct, sir. 

Q. I wonder perhaps if you were here when 
Mr. Moffat was on the stand sand they discussed the 
question of the government overruling the Bosrd of 
Transport Commissioners snd of dictating the policy. 

t was wondering if that was what you h@d in mind? I 
just wanted to find out thet you had in mind that simply 
because the government appointed a Bosrd end because 

the government was in the railroad business, that that 
Board would have a bias towards the railrosd? 

A. Thet again, is purely assumption on our part. 
It is not without the realm of reason that they would 
be possibly sympathetic towards rail. 

@. I suppose you would say that would be possible, 
perhaps. I was wondering if you were Suggesting that 
they were brought into the Board of Transport Com- 
missioners who have been regulating the railways for 
some time. I just wanted to find out what you have in 
mind? It seems to me to be a suggestion that there 
cannot be an impartial board because the Federsl Govern- 
ment is in the railroad business. 

A. That is what we would be efraid of, sir, 

Q@. Now, in the same paragraph, thet is the middle 
peragraph of page 9, you say: 

"We feel any such Board or Commissions, should be 


at its proper level-and in truck transport this 
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level would appear to us to be that of the 

respective provinces." 

And then in the next paragraph, in the final sentence: 
"The trucking industry has grown to where it is 
todey and can and will in our opinion continue 
to grow, end will be the healthier for it, as 
an industry, if free and unfettered from federal 
regulations." 

I just wanted to find out why under federal regulations 

you suggest the trucking industry cannot go so well as 

under provincial regulations because I understand you 
do approve of provincial regulations? 

A. In the United States they have what is known 
as the Interstate Commerce Commission, a truck division 
of it, 2 belleve,; “end ‘of course this might again bea 
bias on this point, but it is our definite understanding 
that the experience of labour and also of the trucking 
industry under federal regulations in the United States 
has not been too healthy a one. In fact, I leve often 
heard the word "chsotic" used. 

Q. In any event, your Brotherhood believes that 
provincial regulation is better? 

A. That 26 correcreyrsiy, 

Q. Do you believe, Mr. MacArthur, that there 
should be uniformity in regulations between the provinces? 
I was wondering if your Brotherhood had thought that 
matter out? 

A. We have not given too much thought to that. 
I suppose that some degree of uniformity would be 
desirable. You would have to have regard for existing 
physical conditions, of roads and so forth and things 
OF (tay wavure. 


Q. Now, Mr. MscArthur, I would take you to 
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page 10. Now, in the first paragraph you suggest 
that to the best of your knowledge no for-hire 
trucking company has received any direct or 
indirect subsidy, grant of land, cash loan and so 
on, and it has not been underwritten by eny govern- 
ment, either of a federal or provincial nature. 
What I believe you sre suggesting is that that is 
not so in the case of the railways? 

Bie) TELA Ue Ss. SOms, ase. 

Q. Then you go on to say in paragraph 19, 
that since the railroads have been subsidized, they 
must of necessity be compelled to submit to regula- 
tion? 

A. That is correct, sir. 

Q. Now then, you go on to say that they 
Should not be too critical of any other industry, 
competitive or otherwise, that is standing on its 
own feet financially. Now, do you suggest that so 
long as a company does stand on its own feet 
financially, that it should not be regulated? Is 
that a test that your Brotherhood would apply? 

A. No, not necessarily so. 

Q. In other words, whether or not they were 
Standing on their own feet financially, it might 
Still be proper to regulate them as a public utility, 
I suppose? 

Aw That nis correct, edie, 

Q. I do not suppose you would say that 
because they had been subsidized that this would be 
the real reason that the railways should be regulated? 
There is perhaps a stronger reason then Chet, “sre 
there? in“ether words, ithetGact that: itis: a public 


carrier might be sufficient alone to make it 
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necessary to have them regulated? 

A. Yes, the public necessity. 

Q@. I think probably you have heard the 
argument that truckers sre subsidized by the building 
of highways? 

Agta. 

@. I don't suppose you have made any studies 
as to thet? 

A. Not too detailed a study. 

Q. ang YOourspoin’y oninthet;ehttake it, is 
simply that/the Statistics you quoted esrlier as to 
Showing amounts they paid towards maintenance and so 
on of the railways by virtue of the gasoline tax and 
licences? 

he (That Us correct, sir. 

Q. That is as fer as you know about it? 

A. Theat 2s rigcnt, 

Q. Now what do you think of a situation, 

Mr. MacArthur, where you do have railways as public 
carriers regulated and then you have in competition 
with them trucks which are not regulated? What do 

you think of that? Do you think thet is fair? 

Aa Noyes “Cont thank ie fain, 

MR. HUME: Mr. Chairman, if I might inter- 
ject, I don't want to interrupt my friend Mr. Covert, 
but he is putting e purely hypothetical question to 
him, because trucks are regulated. 

MR. COVERT: I am coming to that, Mr. Hume, 
I wanted to ask about this. That is why you say your 
Union is in favour of provincial regulation? 

A. That is correct, sir, 

Q. Then do you think that thet regulation 
Should be on a basis comparable to that of the rail- 


ways? Is that what your Brotherhood suggests? 
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A. Well, just what the measure stick might be, 
I can't begin to say. 

Q. For instance, it has been suggested that they 
pick and choose freight, whereas the railways must take 
anything thet is offered to them. Do you think that is 
a Lair situstion to exist, if it does ‘exist ? 

A. To the best of my knowledge, there is little 
picking and choosing of freight. As I know the truck 
operators, it is very competitive from thet angle of 


looking for business, looking for freight. 


Q. And what you sare saying is that there is very 
little picking snd choosing, that there is lots of com- 
petition and they just take everything that is offered 
to them? 

ee wile oc. 

Qe.. L. put Lt to you as) a hypothetical question, if 
you will, if that were so, do you think that that is 
fair? Do you think they should be asked within reasonable 
limits, on what they can handle, they should be compelled 
to take anything thet is offered? 

A. Within their physical bounds I should say 
they should take what is offered. 

Q. In other words, what you say is that your 
brotherhood feels that since they sre in competition 
with the railways that they should be regulated on a 
fairly even basis? 

KG VSS wean 

Q. I just wondered if you would like to amplify 
that phrase at the end of the first peragraph on page ll, 
the phrase, "feather bedding"? 

A, Well, there have been unions accused of 
resisting, shall we say, economic progress, economic 


change. Whether they were accused rightiy or not, L am 
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not. prepared to say -- bricklayers, for instance, 
in reserd: to the. layings of bricks, the running 
trades in regard to the number of crew required in 
8 train -- examples of that nature. 

@. That is what you are Suggesting? Are 
you suggesting that there is "feather bedding" 
among the railway employees? 

A. No, I am not prepared to say that. 

Q. And you certainly would not be Suggesting 
thet there is any in your own union? 

A. No. 

Q. Now I think just two more questions, 

Mr. MacArthur, On pege 12, in the peragraph before 
the last, you say that you are filing with this 

Commission a copy of an agreement existing covering 
Some thousends of trucking employees in the Province 
of Ontario, Have you filed this with the Secretary? 

A. Not as yet. 

Q. The Secretary requires, in filing an 
exhibit, five copies. Perhaps if you have not them 
with you now you could arrange to have them filed 
later? 

Be -Yes,uthat con. bésdone, 

Q. Theat will be Exhibit 120. You have a copy 
with you now? 

MR. MILLS: If it meets with the Chairman's 
pleasure, we will have them forwarded. 
---EXHIBIT NO. 120: filed by: Sample of 
Oe ee EM overt : agreement - 
between unnamed 
parties and 


General Truck 
Drivers Union, 


MR. COVERT: That is a Sample copy of an 


agreement between the General Truck Drivers Union, 
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@ local number, end there is no other party named, 
because it is just a sample form that is used. Now, 
I would like to ask -- that just desis, I> take it", 
with the conditions of labour and rates of pay? 

A. Conditions of work, rates of pay, yes. 

MR. MILLS: I was wondering if I could inter- 
ject at this time. Thetis’ S master agreement that 
covers the entire province from North Bay to Windsor 
to Montreal. 

MR. COVERT: Perhaps for the record we should 
have your name? 

MR. MILLS: W. Mills. 

MR. COVERT: Now, Mr. MecArthur on the top 
of page 13, at the first paragraph, when you speak of 
competition being the life of trade, are you referring 
to competition between the truckers themselves or com- 
petition between the trucks and the railways or would 
you mind explaining that? 

A. I would sey fair competition between the 
truckers themselves and also from the angle of com- 
petition in regard to the railroads. 

Q. I was wondering if your Union hsd given eny 
thought to the possibility that too much competition, 
for instance, may be wasteful? Have you dealt with 
that at all or made a study of it: 

As UNO} I have not. sir | 

Q. Has your Union considered at all the question 
of whether or not trucks should be allowed to carry 
goods for hire unless they receive a certificate of 
public necessity and convenience? Have you gone into 


that matter st 411? 


A, Not too deeply. We are familiar with it 


from the provincial engle, the issuing of P.C.V. 
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licences and so on. That is what you are referring 
LL Pee eo ea ay, 

Q. Yes, and does your Brotherhood feel 
that there should be 3 requirement for a public 
necessity and convenience before licences are 
granted to truckers? 

Av pales > that is correct, ‘sin, 

Qu sor hire? 


Ar GLSSi. 


(Page 9086 follows) 
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Ww. The last point 1 wane to deal’ with, Mr. MacArthur, 
wes Inthe last paragraph of your brief. You sa : 

"In conclusion it is respectfully submitted that 

the future of this Dominion and its many provinces 

lies in the untrammelled development and utmost 

use of all forms of transportation --- ' 
When you say "untrammelled development" you do not mean 
that there should be no regulation of it at all? 

A. No, that is not the purpose of those words there. 
Dy Went have ybeen Detter *pun an there asunrestrieved 
development, and again, from the angle of a Federal 
regulation. 

Q. i see, it is free from Federal regulation that 
your mean there, ts 17 

Pig ® LSE 

Q. And not free from Provincial regulation? 
Westar VsrcCorrec.:. 
Oe Phen: youre on’: 
" --- and utmost use of all forms of transportation 
with a further expansion of our network of highways 


fi 


I just’ wondered what you had in mind there? In other words, 
perhaps you mean that people should be able to take whatever 
form of transport they want. Is that what you mean? 

Ree Theat Mise corre ctl. 

Q. For the utmost use. You don't mean that it should 
be used just for the sake of using it? 

AEANG A: NON 

THE CHAIRMAN: Any other questions? 


CROSS EXAMINATION BY MR, O'DONNELG 


MR. O'DONNELL: I have a few more, my lord. Mr. MacArthur 


On page 5 of the brier you give those figures to which Mr. 
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Covert referred to. Are not those figures taken by you 
from this little booklet that Mr. Mills has been good 
enough to let me have, the Automobile Manufacturers'! 
Association publication, 1949 edition, entitled "M:tor 
Truck Facts"? 

A. Yes, I believe they are. He showed the source 
there. 

Q. And with respect to these figures for 1942 of 
216,057 trucks produced, and in 1948 of 96,941, are not 
you slightly in error when you say that those figures exclude 
all army vehicles? Ttethinks thar is what you «said. 

Anke NES: 

Q. Because the footnote at page 7 of this booklet 
under the heading "Canadian Truck Production and Wholesale 
Value" reads: 

"Production figures above include all wheeled 

Vehicles fOr military Uses Universal carnrers 

and scout cars are not included." 

Pict o Mate Boe a1 2 Yeo... 1.4m, in error there, 32°’. 

I was quoting from memory. I was of that impression. 

2. . That is understandable. 

A. There were some styled Pike Chex. 

2. I quite agree, it is easy enough to make a mistake 
about it, but in 1942 they were producing a lot of wheeled 
vehicles for military purposes. Now the next paragraph 
on page 5, there you make reference to the figure 
(computation I take it to be) and you say: 

"In the gas tax and license fees accruing from 

that number of trucks comes 40% of the provincial 

tax revenue -- "| 
This is in 1947 which is referred t@ two lines above. 
Have you any official records or figures that you could 


refer to in support of that statement? 
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A. We have no official records it is my understanding 
that these figures came from the Department of Highways 
of the Province of Ontario. 

Q. The Province of Ontarii? 

San Seis a 

Q. Well, did you get that in the form of a letter or 
how did you get the information? 

A. Information by word of mouth. 

2. And would you just state what the information was, 
because, you take in not only Ontario. es I iread out, but 
you takeo in e@liboMmtcsanada . 

"428,000 commercial and bus registrations in Conada”". 
You are’ referring now only torOntario? 

A. That is correct. 

Q. You have no official records or figures to which 
you have had access? 

Ae Noss *nave™ note 

2. In the next paragraph you say: 

"In the 5-year period of 1939-43, the revenue from 

direct taxation on motor vehciles in the line of 

gas tax and license fees exceeded the cost of main- 

tenance and construction of our highways in Canada 

by $92,000,000." 

Where, again, would one get official. records or information 
to support that statement? 

A. I believe that those are Federal Department figures. 

Q. You have no more definite information than that 
available? 


Ae “SO 


Q. Now in the same paragraph you have another figure, 


and you say: 


‘In Orttario, for example the revenue over that 
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S-year period exceeded expenditure by $32,000,000". 
Where, again, have you obtained that information? Have 
you any official record for that? 

A. No, I have not. Those are Ontario figures. 

2. Yes. Can you tell the Commission what allowance 
if any,was made in that figure for urban 
street expenditures? 

Andi nly COULGM IAG te ol wre Chiat. 4 

Q. Then would you please turn to page 6. I think 
you told my friend, Mr. Covert, that you~ statement 
in the second paragraph that: 

" --- one out of every ten gainfully emploved 
persons in Canada is dependent upon automotive 
transportation for a livelihood -- " 

That is merely a computation baseq on American experience? 

Rae aves. 

QM. And.in the next paragraph you give a dollar 
distribution of motor carrier revenue. Would you please 
indicate to the Commission why you feel that you could come 
tO any conclusion .in Canada or,in respect, to Conadian 
eonditions,.basédiupon 1.6.C,. figures in this particular 
connection that you refer to, because I would suggest to you 
that conditions in Canada are wholly different from what 
they are in the United States with respect to truck operation, 
for instance cost of running on winter roads, the distances 
that are covered, the level of wages, and the concition 
of the roads even? 

A. Well, I cannot agree with you, sir, that they are 
wholly different. We cannot say they are the same, but 
I think we can say they are substantially simiwJar. 

Q. That is your off-hand opinion? 

Be evesa,iin tsanurely anzopinion., 


%. Would you please turn to page 7 in the las® 
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paragraph. You sy say there: 

"It has been our experience in the trucking 

industry that those companies engaged in the 

movement of L. C. L. and other freight, between 

the wider points are in a much more stable 

position financially than the smaller operator --' 

Are there any official: records or sources of factual 
information available to anyone for the purpose of checking 
that? 

A. Noe We have no official figures in that Penaro:, 
financial statements or otherwise. 

Q. Now, you say there further that these larger firms 
(I take it) are in a sounder financial position and able 
to give more in wages and in working conditions. Now 
are not the wages higher in the case you refer to, due to 
the fact that certain of these operators operate over longer 
distances, and that there is a greater strain and greater 
risk on drivers, for instance? 

A. No, we have a uniform wage scale in that regard, 

y. Now, you say in the third line from the bottom: 

"This Company's operations". 

I take it from what you told my friend Mr. Covert, 
that that was some particular firm?. 

A. No, those compantes operating between Toronto and 
Montreal and between Toronto and Windsor. There 7s 2 
typographical error there and that might more properly read 
"These companies operating between" those points. 

Q2. I see. Would you have any objection to mentioning 
the names of any of the operators that you have in mind there? 
After all you know the names of the railway companies. 

A. No, IL can see no objection. Companies such as 
Kingsway Transport, Smith Transport, Inter-state Forwarders, 


Fleetway Transport Direct Winters. 
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2. I thought those were the ones you might have in 
mind. In a paragraph on page 8 you say: 

" OUr highway drivers usually drive by night, 

where therefore goods Shipped in one city tonight can 

be delivered on the consumer's doorstep miles 

away next morning". 
What would you say would be the maximum distance for over- 
night delivery? YOu would not for instance be: carrying 
from Quebec to Toronto? 

oes NO. TOs 

2. What would be the maximum distance for that 
operation? | 

A. Say, eight hours at an average speed of 20-25 
miles an hour, which would give you around 200 miles. 

2. YOu would say that would be 2 fair max mum 
radius of operation? 


A. Between 200 and 250 miles,I would say sur. 


(Page 9092 follows) 
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Q. Now, you say in the same paragraph that’ this 
Service costs less, and I think you-told Mr. Covert that 
the word "costs" there meant that less was charged for that 
service than would be charged By rai lsrdin othen words-,.tthe 
truck rate is lower than the rail rate for that Scrvice? 

nL “Dibel Teveso:,’ sia, 

Q. Now just go to the next paragraph, at the bottom 
of page 8, where you say: 

" . . . the portion of commercial trucking carried on 

an interprovincial basis is minute: the vast portion 

being of an intraprovincial nature.. ' 
Have you any figures or records of the extent >of the inter- 
provincial traffic? I think you said you had none; Iam 
sorry. 

A. No, I have not. I could estimate it from the 
number of our members thet are engaged within the province 
as to those engaged in another province. 

Q. It would be nothing but a guess? 

Die a N@ 2, 

@. You have no accurate information >of any kind? 

a) N@x 

Q. Would you just go to the last line on the page: 

be saformbhetpurposescr protecting, first of all, the 

consumer, the manufacturer, and the truck operator from 
unfair competition within the industry." 

What do you refer to there as "unfair competition within the 

industry" from which you wish to protect the truck operator? 

A. I suppose that would be the matter of the cutting 
OL rates, 

Qe Ratetcusting? 

hwo Yeas 

Q@. AS among truckers? 
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@. ind that has been a cause of serious complaint, 
has it not, on occasions by your union? 

OSM G24 Se 

Q. Incidentally, Mr. Mills, I take it, Mr. William 
Mills, the President and Business Agent of Local 938, the 
General Truck Drivers' Union, filed a brief, did‘he not, 
with the Minister of Highways of the Province of Giuvario, 
complaining of a number of practices which were regarded 
as. being improper, one of which was the cutting of rates 
among truckers themselves? 

A. I believe that is so, sir. 

Q. Now, in what way would you consider the consumer 
or the manufacturer would be protected, as referred to at 
the bottom of page 8 of your brief? How would you protect 
them there? What have you in mind? 

Winlebelieve. that.tsein,regard)toythe matter of 
seryice rendered. 

Q. And would it have anything to do with a uniform 
rate for all manufacturers in similar circumstances and 
conditions? 

A. Yes, that is part of our reasoning there. 

Q. And you consider that that is a right and proper 
thing to do, that there should be regulation of the truck- 
ing industry for that purpose? 

he Yes, On akiprovinciadbasis. 

Q@. And why are you so anxious that it should be on a 
provincial basis, particularly where you are dealing with 
interprovincial matters? 

poe WeAad twee bélbeve,., sim, gp. 15, states, in,..the brief, 
that the portion of the trucking business that is of an 
interprovincial nature is very, very small; and secondly, 
aS we point out also in the brief, we believe, rightly or 


wrongly, that with the Government being intcrested in 
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railroads, there could be bias in that regard. 
Q. And that is the only reason? 
A. That is correct, sir. 


4. Now, at the bottom of page 9, Mr. Macirthur, you 


"The trucking industry has grown to where it is today 

and can and will in our opinion continue to grow..." 
and then I think you went on to mention something about 
the I.C.C. figures, and I think you said that it had not 
grown very much in the United States in the last few years? 

A. The trucking industry? 

eae SOS. 

A. No, I do not remember saying that. 

Q. Well, have you any study or figures that 
would indicate the situation concerning the trucking in- 
dustry in the United States during the last ten or fifteen 
years? 

A. I have no figures; I believe there has been con- 
Siderable expansion, however. 

gs. JUSt One OUner question, | At page ll, T think 1¢ 
Was, Or Somewhere there, you told Mr. Covert that you did 
not think that truckers pick and choose the traffic that 
they carry. Are there very many truckers carrying sand 
and gravel, for instance, on hauls of any distance? 

THE CHAIRMAN: Carrying what? 

MR O'DONNELL: Q. Sand and gravel or any of the 
other very low rated commodities that the railways have to 
take under their obligations? 

A. I believe there is, as far as sand or Braver (iS 
concerned. 

Q. They would be merely local Bic han things, 
would they not? 
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Q. You would not consider Montreal to Toronto would 
be a proper run for the hauling of sand and gravel? 

A .woMhere would) be no Necessity. 

Q. Or grain or anything of that kind? 

A. . There would be no necessity for it, because at 
Toronto or Montreal there is olenty of sand and gravel 
within twenty miles. 

Q. Let us take grain, for instance? 

ie Grain mient be different. 

Ce hndecssoline: tn biik, or cool, or orl, or anyone 
of a number of others; your truckers do not pick and choose 
Chater ne etwiratr ic. dow they? 

fe No. 

Q. I did not think so. Now, on page 14 -- this is 
the last question -- you refer to the words "untrammelled 
development and utmost use of all forms of trnnsportation", 
and you said there may be no regulation, as I understand it? 

A. There does appear to be a contradiction there. 

Q@. Well, would your no regulation go to the extent 
of freeing railways from the regulations which bind them 
concerning the rates they must charge? 

A. If they were not subsidized by Government. 

Q. Well, would you be willing to allow them to put 
their rates down to take care of all the traffic that you 
now pick and choose,according to their way of thinking, 
and that you take from them, so that they might compete 
on the same footing with respect to rates that you com- 
pete wn? 


A 


I just did not follow your question there, sir. 
MR O'DONNELL: Would you read it back, please? 
THE REPORTER: "Well, would you be willing to 
allow them to put their rates down to take care of all 


the traffic that you now pick and choose, according to 
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their way of thinking, and that you take from them, 
S80 that they might compete on the same footing with 
respect to rates that you compete on?" 
THE WITNESS: As I understand the question, the 
railroads be permitted to lower their rates? 
Q. Yes, to meet your competition? 
ie NOS, Liwould say so. 


Q. You would be quite prepared that that should 


Ae jves., 

Q. Thank you, 

CROSS-EXAMINED BY MR SINCLAIR: 

Q. Mr. MacArthur, does your union feel that the 
regulations and the control of trucking by the Province 
of British Columbia and the Province of Ontario, which own 
Pallrosds. is. not Satisfactory because they own railroads? 

ie NOs 

Q. A few days 2go we had the Canadian Brotherhood 
of Railroad and other Transport Workers before the Commis- 
Sion, and their view was that railroads Should be vermitted 
to engage in highway transport. What is the vicw of your 
union, or have you considered it? 

fi. We~kave not given it too much consideration, and 
this is purely an opinion: Provided ChaG Le voldenot 
develop into a monopoly of the industry, I see no reason 
why it should not be permitted to engage in the highway 
transport. 

Q. Now, one last question: You have said that. you 
believed that truck rates and service Should be controlled, 
and you thought that provincial Jurisdiction was adequate 
to do so? 

A. That is correct, sir. 


Oo. Have you received advice from any of your advisers 
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that provincial boards can control the rates on inter- 
national or interprovincial movement of goods? 
Bs Have Ll received (advice from--- 
-Q. <Any of your advisers? 
A. That the provinces could control? No, I have 
received no advice in that regard. 
ae ehhavit theyseould not, wou woudd think the 
Dominions should exercise 14, if they “had Jurisdiction;, is 
that right? 
A. Yes, that could be presumed, 
Qo inet 29), all, thank tyou, 
THE CHAIRMAN: Is that all? 
MR COVERT: I think thet is all. «TL vnderstand 
no other counsel had any questions to ask, 
THE CHAIRMAN: Then we will adjourn now, 


---At 4:55 p.m. The Commission adjourned until 10:30 A Ids 
Friday, November 18, 1949, 
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ROYAL COMMISSION ON TRANSPORTATION 


Ottawa, Ontario, 
Friday, November 18, 1949. 


MORNING SESSION 


MR. COVERT: Mr. Sinclair has something for the record. 

MR. SINCLAIR: Yesterdcy morning during the cross- 
examinrtion of Mr. Moffat the question 2rose 2s to wnether 
Manitob> had changed their position in regard to whether 
they hrd receded from retirement accounting for road 
property to renewal accounting for road properry «s set 
forth in their brief; end reference was made -~ pxgee 9005 
On Lhe Uranserio: of these proceedings to a p2sstge in the 
21% Case transcript. I would like to put on the record 
from pege 12541 during the cross-examinetion of Mi. 
MacDonald, accounting witness for the Province of 
Manitoba. 

MR. CHAIRMAN: Pardon,me, you mean Phe vencntnets on 
of whom? 

MR. SINCLAIR: Mr. MacDonald, 2ccounting witness for 
the Province of Manitoba. Page 12541 of the 21% conse 
transcript as follows: 

“The reporter reads: 'Well, Mr. MacDonald do you 

think renewal accounting todey in 1947 would be 

acceptable for road property? | Fe Oo ROG: 

not think so. 

2. You would not think so? 

A. The I.C.C. does not even recognize renewrl 

accounting, as I said in my Evidence in Chief." 
The matter was clso the subject of argument, and in the 
argument in the 21% Case of Mr. Evans I would refer to 
page 16019 of the transcript in the 21% Crse. 


MR. COVERT: Mr. Chairman, the next submission is that 
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of the Railway Association of Canada. I understcnd Mr. 
O'Donnell is putting that case. 
MR. O'DONNELL: I asked Mr. J. A. Brass to go into 
Che pox. 
MR. J. A. BRASS CALLED 


EXAMINATION IN CHIEF BY MR. O'DONN2iLL 


i. Mr. Brass, you hold the office of General S*cretary 
of the Rrilway Association of Conada? 

Avensid. WOe. 

Q. Will you-please tell the Commission as briefly 
as possible what the Association is, what its objects care 
and who its members are? 

A. The Roilway Association of Canada consists of 
twenty railway lines operating in Canada, including the 
two major railways. The objects of the Associction, are 
to study the different matters in which the railwrys cre 
interested and to deal with those matters on behalf of 
all the member lines. IN addition, they handle wage 
matters with certain employees such as the maintenance of 

Va ae federated trades. 

THE CHATRMAN: Pardon me, do the employees of those 
divisions form part of your Association? 

Dive NOs 

2... Whar do, yousdou. about.them,, then? 

A.,Thé Pedersted, trades. are.employees, and the 
Railway Association makes wage agreements with them 
on behalf of the member lines of the company . 

MR. O'DONNELL: It is the agency which negotiates 
with the employees through their unions, is it? 

A ihats 13 Gli. 

3, But the members of the Railway Association cre 


the major railways, the Canadian Pacific, and Canadien 
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National and their affiliates and subsidiaries. If 
the Commission would be interested in having 2 list of 
the railways, I would hand a list to the reporter and 
he Could you. wa on one record, 10,010, 1S. of sany. interse: 
to the Commission. 
MEMBERS : 

Algoma Central and Hudson Bay Railway; 

Canadian National Railways; 

Cenadian Pacific Railway Company and its leased 

lines; Dominion Atlantic Railway Company; 2uebec 

Central Railway Company; Esquimalt and Nenaimo 

Railway Company; 

Northern Alberta Railways; 

Ontario Northland Railway; 

Toronto, Hamilton and Buffalo Railway; 

Central Vermont Railway; 

Michigan Central Railroad; 

New York Central System; 

Pere Merquette Railway; 

Wabash Railroad Company; 

Temiscouatea Railway; 

Midland Railway Company of Manitoba 
ASSOCIATE MEMBERS: 

BHssex Terminal Railway; 

Pacific Great Eastern Railway; 

Sydney end Louisburg Railwey Company; 

Napierville Junction Railway; 

British Columbia Electric Railway Company; 

Canada and Gulf: Terminal Railway. 

It will be found at Schedule A to the application 
which was filed for the 30% increase. 


Now, the brief which the Railway Association is 
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presenting, I understand, Mr. Brass, was signed by 
you, - bears your signature? 

Ny A Gruees y) Ser s 

Q, And it consists of |= submission and en- Appendix 
which were prepared under the direction of Mr. F.A. 
Gaffney? 

A. The brief and the exhibits were prepared by 
2 standing committee of the Association of which Mr. 
Gafiney is the Chairman. 

y. Yes, and the brief will be presented by Mr. 
Gaffney and any questions in connection therewith should 
be directed to him? 

A. That 2s rignv. 

2. Thank you very much. 

CROSS EXAMINATION BY MR. FRAWLEY: 

Q. Mr.Brass, will you give mé the names of the 
standing committee that prepared the brief, of which 
Mr. Gaffney was. chairman? 

A. Mr. Gaffney will be on the stand himself. 

Q. Mr. Gaffney will perhaps give us those? 

A. Yea. 

2. Now, Mr. Brass, Mr. Gaffney is, I understnad, 
ordinarily, a full-time employee of the Canadian Na- 
tional Railways? 

A. That is my understanding. 

2. One of Mr. Fairweather's principal assistcnts 
in the Research Department, but the brief is presented 
with the full and complete support of the Can2dion 
Pacific Railway? 

A. It 13 presented On behalf of all the railway 
lines that are members of the Railway Association of 


Canada. 
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Q. So thot I mean, the Canadien Pacific Railway 
supports it, Fully and completely? 

A. Yes. 

MR. SINCLAIR: That is set out in our submission to 
the Commission. We rely on and adopt the submission. 
In our submission, we say we rely on and adopt the sub- 
mission of the Railway Association of Canada on trans- 
portation matters. Apparently Mr. Frawley has not reed 
the brief. 

MR. FRAWLEY: Oh yes. Now, Mr. Diacss Ao, TOOL Ted 
and fully supported by the Northern Alberta Railways? 

A. It is adopted by 211 the member lines, whose 
names are shown in the submission itself, Mr. Frawley. 

Q. Was any draft of the submission put to Mr. 
MacArthur, General Manager of the Northern Albcrtc Rail- 
ways before it was finally approved and filed? 

ATES Coola rnet aay? VSir: 

Q. Well, there really is not anybody else thnrt 
couldsesay, af “you coulda nos. Propaviy 1c Was tct . 

Is thet what you say? 

A. Mr. MacArthur would have a copy of it by this 
time. 

yj. Yes, efter it was prepared and filed. 

A. Yes, there is a standing committee in the Railway 
Association authorized to deal with those different 
matters. 

Q. Well, I asked for that, and I was told Mr, 
Gatiney would tell me it. fran sinply putting (2e to 
you that Mr. MacArthur, General Menager of the Northern 
Alberta Railways did not see it in draft form as it 
was being prepored. 


A. It was made on behalf of the Committee. 
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}. Theat is true. That means Mr. MacArthur did 
not see it as it was being prepared in draft form? 

A. No. 

Q. And the General Superintendent of the Canadian 
National Railways for Alberta, situated at Edmonton, -- 
was it submitted to him in draft form, at any time? 

A. I have no knowledge. 

MR. O'DONNELL: My lord, I do not know that we need 
go right through the list of persons to whom it was 
submitted, or not. It is the submission of the Rail- 
way Association of Canada, and the members of “the 
Railway Association include Canadian National Rrilways, 
and whether all the officers of the Canadian National 
Railways happen to have seen it or not, I think is 
quite immaterial. | 

THE CHAIRMAN: Have any of them protested since 
that they dia nov agree’ to Unis’? 

MR. FRAWLEY: No, no, sir, I simply want to bring 
it as close to the Province of Alberta as I can, be- 
cause I am interested in nothing here but the rrovince 
of Alberta, and I simply want to know to what extent 
the high-ranking officers of the Canadian Pacific and 
the Canadian National in Alberta went over the brict. 

THE CHAIRMAN: Went over the brief? 

MR. FRAWLEY: Went over the brief and participated 
in it, before it was executed and signed aria “fied. 

‘THE CHAIRMAN: I understand they have it now, Del 
any case. 

MR. FRAWLEY: That +.S+-Uruer 

THE HCHAIRMAN: And does not silence give consent? 

MR. FRAWLEY: That may be a matter for inference, 


with respect. 
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MR. O'DONNELL: I just draw your lordship's atten- 
tion to this, that both the Canadian National and the 
Canadian Pacific, there is the express . statement in 
the submission that they accept the brief, and I think 
that avoids the loss of time in asking as to whether 
or not the manager of any one of them would agree or 
somebody else happen to know about it. 

MR. FRAWLEY: There is no question about the 
Canadian National Railways being behind the brief -- 
there is no question about the Canadian Pacific being 
behind 20’. Thee 1S nol My poine aera ll. L wanteto 
know if it was prepared on the ground or in an office 
in Montreal? That is the simple fact, and it seems 
to me,with respect, that I am entitled to establish 
that before the Commission. 

THE CHAIRMAN: Well, I understand the witness to 
say 10 was prepared by 2 committee. 

MR. FRAWLEY: Yes, and you see, my lord --- 

THE CHAIRMAN: A committee designated for that 
purpose. 

MR. FRAWLEY: Yes, my lord, and if I had. been 
able to get the names of the committee, that might 
have obviated some of these questions, because I do 
not have the names of the Committee, but I felt I had 
tO pursue this question. I only have one more question. 

THE CHAIRMAN: Do you want the names of the com- 
mittee? 

MR FRAWLEY: Yes, Mr. Gafiney: is. colng to: give 
me them, I understand. I have only one more question 
for the record. Was this draft brief,before it was 
finalized and filed, submitted to the general superintendent 


of the Canadian Pacific Railway at Calgary? 
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MR. O'DONNELL: I just object to that question 7s 
a matter of principle. It is the formal present*tion 
here on behalf of the Railway Association of Canada, and 
who may have seen it, all along the hierarchy of 
officicls in either railway may have seen it, it is none- 
the-less the presentation of the Railway Associction of 
Canada. My friend has no more right to ask thot then 
I would ask whether Premier Manning reviews every picce 
of paper that my friend has in his notes. It is the 
same kind of question. 

MR. FRAWLEY: My lord, I have one more question,. 
IT am in your hands as to whether it should be csked or 
not, but I have one more question still not answered. 

THE CHAIRMAN: Go on and ask it. What was the 
question? | | 

MR. FRAWLEY: The question was whether it was sub- 
mitted to the General Superintendent of the Canadian Pa- 
Citic) Railway morvAlberta, situated in Calgary, berore 
it’ was) finelized and: filed. 

THE WITNESS: The submission was, of course, 
approved by the highest officers of the Canadian 
Pacifuc Reilway. Whether or not they referred it to 
some junior officer in the line, I do not know. 

Q@. You do not know? And the general Superintendent 
atiGaigary as\ ay junior officer onthe: line? 

A. I would say so, comp2red with the executive of- 
ficerss imaiontreal:. 

MR. O'DONNELL: Thank you. 

MR. FRAWLEY: Both our thanks, Mr.Brass. 
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F. A. GAFFNEY - Called. Examined by Mr. O'Donnell. 


Q. Speak directly towards the Commissioners, Mr. 
Gaffney, loudly, so that you can be heard. What is your 
position, Nr. Geriney? 

A. I am Transport Economist to the Department of 
Research and Development of Canadian National Rrilwoys. 

Q. Would you tell the Commission of your expericnece 
in railway and transportation matters, -- the length of 
experience and what it has been? 

A. I have been approximately thirty years with 
Canadian National Railways, and its predecessor com- 
panies. Eighteen years were spent in transportation 
activities, and approximately twelve in the Burceau of 
Economics in the Department of Research and Develop- 
ment. | 

Q. Thet 2s the department that my friend, Mr. 
Frawley, referred to as being the Department headed by 
Niro. War Fairweavher? 

ACMI tS COPE . 


Y. Vice president of the Department of Research and 


uv 


4- 


Development. What are your duties, Mr daffney, quite 
generally? 

A. General economic studies, relating to trans- 
portation, with the particular duty of following the 
competitive aspects of rail-highway competition. 

In that respect, I have had the opportunity of cppearing 
before each of the regulatory boards in Canada on numerous 
occasions, and before the Interstate Commerce Commission. 

THE CHAIRMAN: You say, each of the regulatory bodies 
in Canada? 


A. Yes, my lord. 
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. What do you mean by that? 
A. There are only nine, -- one in each province, deal- 
ing with highway transportation. 
J. With highway transportation? 
A. Yes, and I have also appeared on numerous occas- 


ions before the Board of Transport Commissioners. 


(Page 9108 follows) 
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MR O'DONNELL: Q. Now, your services have at 
times, I understand, been used by the Department of 
Transport of Canada? 

fh. Yes. I have at various times surveyed for them 
and reported on the various ground transportation services 
in connection with the airports, that is, limousine ser- 
vices, and also the ground services of Trans-Canada Air 
Lines. 

Q. By ground services you mean the transportation 
facilities back and forth from airports to cities? 

A, Yes, the limousine services’ for the handiing of 
commercial passengers. 

Q@. And you also, I am informed, made 2 study on 
behalf of the Government of Bermuda? 

A. Yes, I was loaned by the railway to the Govern- 
ment of Bermuda in 1944, to make recommendations on the 
establishment of a public highway system, and the Com- 
mission adopted my report and it was partially implemented 
by Parliament. 

@. «sL understand, Mr. Gartiney, that the submission 
of the Railway Association of Canada was prepared by a 
committee under your direction, and the brief or submis- 
sion, which bears the signature of Mr. Brass, will be 
presented by you? 


A= SENSE 18. correct. 


MR O'DONNELL: And as part of the submission, 
the appendix, containing various documents and tabulations, 
which I think, my lord, it might be well at this point 
to produce as one exhibit, if that meets with the 
approval of the Commission. 
THE CHAIRMAN: What is the exhibit? 


MR O'DONNELL: The exhibit is the appendix to 
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the submission of the Railway Association of Canada to 
the Royal Commission on Transportation. 
MR COVERT: It will be Exhibit 121. 
THE CHAIRMAN: 2. Is it inside this? 
A. It is an appendix to that, my lord; another 
volume, sir. 


---EXHIBIT No.121: Appendix to submission of 
Railway Association of Canada. 


MR O'DONNELL: Now, my lord, I think it woula 
considerably facilitate the presentation of the brief, 
and it was felt that the quickest way to present it would 
be to have Mr. Gaffney read it, and make whatever appro- 
priate comments he might think necessary, and whatever 
references to the exhibits in the Specht xe Phau wil | 
be a shorter way of presenting it than to interrupt him 
and ask questions and wait for the answers. 

Q. Would you be good enough, Mr. Gatiney. then. <6 
proceed with the presentation of the Submission, making 
whatever comments and references you think eppropriate? 

4. Mr. Chairman and Commissioners: 

On May 28th, 1949, this Association, comprising 
practically all the steam railways of Canada, presented 
to your Commission an outline of a submission to be made 
on the subject of highway competition with the railways 
and the desirability of a national transportation policy. 
This submission the Association now presents. 

At the outset the Association reiterates the 
view that probably never before in the history of Canada 
has there existed such an urgent need of a National 
transportation policy, and one that will ensure to the 
people of Canada the best possible transportation service 
at the lowest real cost. In peace as in war an efficient 
transportation system is vital to the economy of the 


country, and this country's prosperity will be influenced 
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to the extent to which there is available speedy, reliable 
and adequate transportation economically operated. 

A national transportation policy must primarily 
‘be concerned with railways because in any discussion of 
transportation facilities it must at once be conceded that 
the railways of Canada are and must remain the backbone of 
land transportation in this country. Efficient and adequate 
railway transportation is a continuing necessity for the 
development of the country, the support of commerce and 
for national defence. It follows that, being necessary to 
the welfare of the nation, it must not be subjected to 
unfair competition from other forms of transport, because 
unfair competition will inevitably endanger its aprility 
to maintain its proper function in the economy of the 
nation. This country requires a highly efficient railway 
System operating economically and at the lowest cost; it 
cannot afford the luxury of wasteful and uneconomic com- 
petition. This must not be construed to mean that no other 
method of land transport should be permitted to operate, 
but it does and should mean, among other things, that all 
forms should be so regulated as to ensure that unnecessary 
duplications of service shall not be permitted and that 
those who obtain licenses to operate shall assume the re- 
Sponsibility the public has a right to expect from those 
who provide transportation services, 

Before proceeding to a discussion of a national 
transportation policy this Association considers it desir- 
able and pertinent briefly to review the back ground of the 
rail-highway competitive problem and the reasons for its 
existence. 

Highway transport in its present form was made 
possible by the devclopment of the internal combustion 


engine. The development of the gasoline engine was 
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hastened by the demand for a motor car capable of moving 
passenger at higher speeds than were provided by horses, 
and the success in this field was followed by demands for 
highways suitable for motor car operation. Prior to the 
World War of 1914-1918 there had been some effort to 
improve roads for automobile use, but the war temporarily 
restricted further development in this direction. However, 
during this period, improvement in the automobile engine 
continued so that at the end of the war there was in 
existence a machine capable of travelling at higher speeds 
than the existing roads would permit. 

In the years 1916 and 1917 the gesoline engine 
was applied to trucks for the movement of goods. In the 
United States, particularly, railroad lines and terminals 
had become congested with war traffic and war supplies 
had to be moved by truck, sometimes for long distances, at 
rates which far exceeded railway charges. Even heavy 
traffic which normally would have moved by railway had to 
be transported by truck and fleets of trucks were so 
engaged. As cost was not a consideration in the conduct 
of the war it was inevitable that the advantages of the 
motor vehicle should be stressed while its limitations were 
overlooked. Not unnaturally, exaggerated views prevailed 
as to the place of motor transport in the economy of the 
nation, largely because of the conditions under which it 
came into use. There followed a long period of inadequate 
knowledge of the limitations of motor vehicles and their 
true costs, a period during which motor vehicle registra- 
tions grew rapidly. Improvements both in vehicles and 
highways were effected, and in fact as fast as improved 
roads were provided, vehicles of a sufficient weight to 
destroy them commenced operation. 


On Exhibit No.1 is shown motor vehicle registra- 
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tions in Canada for the years 1904 to 1948. 
Geo That 16, Bxhipit 1 dn the appendix? 

Mm. Expt) in the appendix. 

Oo At exna bro keds 

A. This indicates that while there was a steady in- 
crease in the years 1904-1915, the real expansion commenced 
in the latter year and, with the exception of the depression 
years 1931-1935 and the war years of 1941-1946, has con- 
tinued to 1948 (the latest figures available) when 
2,030,747 vehicles were registered. On Exhibit No.2 is 
shown a breakdown of motor vehicles by provinces commencing 
with the year 1921 and for various years to 1948. The per 
capita ownership of motor vehicles in Canada in 1948 (as 
shown on Exhibit No. 3)--- 

THE CHAIRMAN: All these are parts of Exhibit 121? 

MR O'DONNELL: Yes, my lord. 

THE WITNESS: ---is amongst the highest in the 
world, being only exceeded by the United States, New 
Zealand, Alaska and Hawaii. 

OMe phat Exiipiso so, my dord, you, will: Lind. set 
out there the information for the various countries in the 
world for which it is available. | 

Concurrent with this vast increase in motor 
vehicle registrations, there has been a constantly expending 
program of construction and improvement of roads. <A com- 
parison of rural road mileages in Canada for the years 1930 
to 1946 is given on Exhibit No.4, and indicates: 


Year 
1930 1946 


Mileage of surfaced roads 80,498 140,049 
Mileage of improved earth roads 155,235 136,870 
Mileage of other earth roads 158,639 276 , O44 
394, 372 552,963 

These figures indicate that in this period total 
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rural road mileages increased by 40% while miles of sur- 
faced rural highways increased by 74%. A comparison of 
urban road mileages for the years 1935 to 1946 inclusive 
is shown on Exhibit No. 4 (a). 

MR O'DONNELL: It might be well to have it 
clearly understood that the references in the Submission 
to the exhibits are all to be found in the onc Exhibit lel. 

THE WITNESS: Before dealing in detailwith the 
transportation problem created by the motor vehicle, it 
might be well to deal briefly with its economic possibility 
in providing transportation needs, both passenger and 
freight. There are quite Obviously two limits defining the 
price at which transportation can be sold. On the one hand, 
unless subsidies are present, the price cannot be below the 
cost of providing the service. On the other hand, the 
price cannot be above the value of the service to the user. 
Relative costs of service might at first glance be con- 
Sidered the controlling factor in determining which of 
competitive transportation facilities would be Used sy DUG 
quite frequently the value of service rather then the cost 
will be found to be the controlling factor, especialiy If 
any difference in speed or other collateral advantage exists. 
To understand the growth of motor vehicle competition to the 
extent that it competes with rather than complements exist- 
ing transportation agencies, it is necessary to understand 
the application of these two principles. 

AS a passenger conveyance the motor vchicle has 
two forms, the private automobile and the bus. In both 
forms it comes into active competition with the railways. 
It is, of coursé, difficult to differentiate between the 
pleasure and commercial use of the highways not only as 
regards private passenger travel but also as regards bus 


travel. In the main, however, it may be said that the motor 
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vehicle performs by far the greater part of this 
country's passenger travel. As an indication of the 
dinect effect upon steam railways of the competition of 
the passenger motor vehicle a graph will be found as 
Exhibit No.5 showing steam railway passenger carmings, 
for all Canadian railways by years from 1900 to 1948, 

MR O'DONNELL: My lord, if you would be good 
enough to look at that graph, possibly Mr. Gaffney might 
make a comment on it. 

THE CHAIRMAN: Q. Tell me this first: Where 
you say the motor vehicle performs by far the greater 
part of this country's passenger travel, do you mean 
passenger travel for hire? 

A. All passenger travel, my lord, private and for 
Ane. 


@- You include private automobiles in the ‘private, " 


Ca OS wary, 

Q. What is it we are to look at? 

A WE SLL NOS, My Lord. the blueprint graph. On 
that has been plotted the railway passenger earnings from 
the year 1900 to the year 1948. You will see there a 
Steady upward progression from 1900 to about 1920, when 
the motor vehicle really became a factor in passcnger 
transportation. From there there is a Slight decrease 
to the year 1929, followed by a very decided decrease 
from 1929 to approximately 1933, the depression years. 
There is a levelling off then between 2933 and (1939, and 
then the sharp upward trend during the war years to a 
high of something around 133 or 134 millions in 1944, 
That is followed then by a decrease from 1944 to 1948, 
You will also see projected a Straight line from the year 


1900, terminating at 1948, and that has been an attempt 


Si «0 ae te eee neat eae ide 


+ 


i gee et sie ‘eprom cian 
ad ones 34 sate Here» “olka gta 
a nee eq owes : age A BREAD. “4 a, 


a 
Tr *.. 
| 


be ment ane DY a Ae ravi lbme’ aathane? kiss 
WOR O HM 


3 
ey ol, 3 ES 
ae SOS 


SI nti 


(idomoine aera soutont OX 7 ah 


wet HOST OAG Mme 4) een: wie 


ae off yt Ne TH i 
: +3 Maar wacw sede of COOL Saey sie 

i ed foe me 4d Be 5 43 43 pale OE | VAR Oh ae 

* ecm Be aici wee Se cra ae oe = i ee Pe 5 


Peay LORCA oF es 
E - fe. 
at erad yagi saat wat Eis rae tars 18 ne te. 


ROLLE 2QOL Se: sit OF: 


) \ tb ; 
: ey Pe! an Blatant dyer ricpe wok : ere at : 
Z Ne ¢ Frac Ne i 2 r me ie Be i ha son Oe nukes dw se 218 BS 

BEE ea, | LRG? Zoek ton fae oS Bg ARNG | Mg wit res a een Paha ‘ a 

- eee Se, : ' 
‘ A: ae i A, ok ah - “a 
- F &, Pratt i J nage WS ae ; ; , = 

2 Co ten He oo Behe ERPs ae | Gm et Se eND | pepe jar Oe rez t be Le 
5 * 2 atc te Tye 2 Ce 7 


Hee ta) £E ae ae alee; -ashsmce to o dots 
; & 

) se fi ) hy aul a - : 

TOON © “es aaa - on stot ek 


' 


a ial ict a ' 2 to 7 
it MOSS Cath TeylOwse a ‘be he" 


dames cop mead ead ted 
Ceri ne re i 
Tr ow ee | re Fe Le, 


- 9115 - Mr. Gaffney 


to project the progressive increase in passenger earnings 
between the years 1900 and 1920, to indicate what they 
would have been had there been no motor vehicle competi- 
tion throughout that period. At the bottom of the graph 
you will find, commencing with the year--- 

THE CHAIRMAN: Q. Pardon me. Does your line 
then assume that the railway earnings would have continued 
to rise at the same rate during the depression years if 
it had not been for automobiles? 

A. That would be the assumption there, yes, sir, 

Q. Do you think that is justifiable? 

He Lt a8 debatable. 1 dealvwtth that a l¢ttle Hit 
farther in the brief, and at that point, my lord, | there 
is another point on this graph that indicates the 
fallacy of such a projection. The motor vehicle when 1G 
came into use naturally increased the travel habit, so 
that it would be proper to assume that that line which we 
have projected from 1900 to 1920 would have taken a much 
Sharper trend when the motor vehicle came into being, 
because it did increase the passenger travel habit, so 
that it is deficient to that extent. 

Q. It took away a larger proportion of it? 

A. 6 6From the railway, sir; but on the part of the 
people it did have them more travel-minded, so that it is 
a fair assumption that if you had the same population 
they would have done more travelling after the incidence 


of the motor vehicle than they did before, 
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THE CHAIRMAN: Is they had lost their motor 
vehicles? 

A. Had they lost their motor yvsehicles? 

Q. They had the incitement to travel anyhow 
which had been inspired by the motor vehicle? 

ipa LOS. e1s 

Q. And if motor vehicles had disappesred, then 
thet line would have kept on going up despite the 
depression? 

Ri tathink to quite an exvent, sir; Av the 
bottom of the graph, you will see signs that the year 
about 1922 we have plotted the estimated bus earnings. 
We cannot get actual earnings up until somewhere eround 
1940 when we did get them and you will see that in the 
year 1948 they ere imported as something sround 
$43,000,000. And at that point I would like to direct 
your attention to the fact that et $43,000,000 they 
are higher than the total revenue of the railways in 
the years between 1933 and 1939, 

COMMISSIONER INNIS: Those sare gross earnings? 

A. Those are gross earnings, sir. To continue 
with the submission. On this graph is also shown the 
estimated interurban bus earnings from the inception 
of such service to the year 1948, It will be seen that 
from the real beginning of passenger motor vehicle 
competition (in 1920), there is a distinct falling off 
in railway revenues to the year 1929, followed by 3a 
decided drop from 1929 to 1933 (the depression years) 

a levelling off from 1933 to 1939, when railway passenger 
revenues tended to stabilize at about 37 millions a 

year, then the upward trend during war years, when 
gasoline and tire restrictions were in effect, and 
latterly the decided deen ee gasoline and tires 


became available in quantity. The decrease from 1920 
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to 1939 might be attributable to two causes: 

(a) A restricted travel habit of the general public.’ 

(b) The use of motor and air transport. 7 

The tremendous increase in motor vehicles registrat- 
ions and gasoline consumption, together with en annual 
increase in population of about 2% of itself repudiates 
the suggestion that the travel habit has declined. 
Accordingly the only conclusion that can be reached is 
that the public is using in increasing degree motor and 
air transportation. 

COMMISSIONER ANGUS: Have the rates charged been 
significant in any way in this table? 

A. I would think so. A man owning a private 
automobile, assuming that he is going to own an sutomobile 
for pleasure, and he wants to take a trip say from 
Montreal to Toronto, the out-of-pocket expenses of that 
trip would probably approximate 3¢ a mile. That is 
about the railway rate, 3¢ or 34¢ 9 mile, but if he drives 
alone he just about breaks even, but if he takes members 
of his femily with him, two or three people, it is 
certainly cheaper for him to drive his car than to buy 
the railway tickets, and I think that has been a factor 
in the decline of railway revenue. 

Q. I need something else as well. Were the actual 
fares charged on the railways uniform during this period? 

A. To the best of my knowledge in Canada they were 
very largely, sir. I would not like to be srbitrary about 
that because they fluctuated so much,but my recollection 
is that there has been very little change until quite 
recently. I think Mr. Brass might perhaps clear that 
point up for you. 

The fact is thet the advent of the motor vehicle 


has probably substantially increased the travel habit. 
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However, assuming that the increased travel habit produeed 
by the advent of the motor vehicle would not have produced 
any greater travel habit by rail, and merely projecting 
the normal trend, this Association estimates: thet 
passenger rail earnings of approximately $125,000,000 
would have been experienced in 1939. This can be compared 
with the actual passenger rail earnings in that year of 
approximately $36,000,000. The fact that they reached 
about 132 millions in 1944 following the highway travel 
restrictions, supports this contention, even though the 
1944 figures do include substantial amounts Borer buted 
by military travel, as does the fact that with the 
return of gasoline and tires in quantity railway passenger 
revenues decreased in 1948 to $83,000,000. 

Undoubtedly aviation is elso a competitor, particularly 
in the long haul passenger field but it is improbable 
thet the sharp reduction in railway passenger earnings 
is due to competition from air lines in other than small 
degree. 

As an agency of freight transport the motor vehicle 
has made serious inroads into railway revenues. From a 
cost of service point of view the truck has a fairly 
defined but limited scope, but ignorance or disregard of 
costs has extended the use of these vehicles far beyond 
their economic sphere. As your Commission is undoubtedly 
aware, the paucity of reliable statistical data concerning 
this type of transport makes it difficult to analyse accur- 
ately the volume of work performed by trucks, but sufficient 
is known to make reasonably accurate SS ac Reference 
to Exhibit No. 1 indicates an increase in commercial 
vehicles from 533 in 1915 to 499,378 in the year 1948. 
As passenger buses are included in these figures (7,862 in 


1948) together with embulances, hearses and various 
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ment eihay vehicles, the ectual freight vehicles would 
approximate 489,000. However, not all of the work performed 
by these vehicles is competitive with railways, there 
being a considerable ante of work performed by trucks in 
terminal zones which could not be performed by railway 
vehicles, Generally speaking this terminal work is 
asecomplished by small trucks ranging from 1/4 to 23 tons 
in capacity. For this reason, the work performed by these 
vehicles has been excluded in this analysis, and there 
have been included only such types as handle traffic in 
what may be termed over-the-road movement. 

Over-the-road vehicles now in operation range in load 
capacity from three to thirteen tons. The length of the 
run varies, the larger types tending to operate distances 
up to approximately 500 mileS-. It is pertinent to point 
out here that there are two distinct types of over-the- 
road operation. First, the smaller vehicles of three to 
five tons capacity which can handle traffic direct from 
the shippers to consignees, and, second, the larger vehicles 
of greater than five tons capacity which because of their 
size generally depend upon smaller auxijiary vehicles to 
perform the collection and delivery service and consolidate 
the traffic at some focal point for transfer to the larger 
vehicle. This latter type of operation resembles thet 
of the railway. The amount of traffic handled and the 
work performed by over-the-foad trucks must, (by reason 
of the lack of reliable statistical data) be estimated 
but based upon known factors and those developed by 
various studies in Canada and reports made by State 
Highway Commissions in the United States, an estimate has 
been made of the ton miles of freight trucked in Canada 


in the year 1948 in competition with railway service. This 
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study indicates that during thet year the ton miles 
operated by Canadian railways, compared with the 


estimated ton miles of over-the-road transport were as 


follows: 
Work Performed 
in Ton Miles Percent 
By over-the-rosd trucks 5,304,750,000 8.25 
By steam railways 59,001 , 420,000 . G15 


From this table it is apparent that over-the-road 
trucks performed 8.25% of the work and the railways 
91.75%. | 

Q. When you say "In competition with railway 
services"does that mean all competitive routes or does 
Lt mesnetnaet thiseis the total truck traffic end the 
other is the total railway traffic? 

Ae “Inet is correct sir, 

Q. The-.second? 

Aer Yes, wiunestotval vruck traffic in whet we term 
"over-the-rosd movement" exclusive of the private 
vehicles; 

On’ the face of it, the amount of traffic on a ton 
mile basis moving over the highways would not appear to 
affect the railways seriously. However, this is by no 
means the whole picture. Unfortunately for the reilways 
the classes of traffic vulnerable to highway competition 
are those in the higher rate brackets paying from 3¢ to 
10¢ a ton mile. Every Commission in Cinada or the United 
States investigating truck operating costs has est?Dlished 
3 cost of between 3¢ and 5¢ a ton mile, and trucks 
will not generally attempt to handle traffic paying less 
than these rates. The report of the Royal Commission on 
Transportation, Province of Ontario, 1938 (Chevrier 
Commission) established a cost at that time of 4,08¢ a 


ton mile (peges 120 and 121). Since then costs have 
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increased substentislly. This means that, by and large, 
the traffic diverted from the railway to the truck is 
that above 3¢. On the basis of 3¢ per ton mile for the 
estimated 5,304,750,000 ton miles performed by trucks in 
1948 the revenue amounts to approximately 160 million 
dollars. At 4¢ per ton mile, which probably is about the 
average, the revenue amounts to $212,000,000 per annum. 
A compsrison of the freight revenues of Canadian 

railways (in part estimated) with the estimated revenue 


of over-the-road trucks for the year 1948 is 3s follows: 


Year 1948 
Freight Revenue Percent 
Canadian R ilways $696 ,954,000 ogi 
Over-the-roead trucks 212,000,000 2333 


A review of this table and that immediately preceding it 
indicates that the trucks performed 8.25% of the work 
and obtained 23.3% of the land transport revenue. This 
means that the railways did 91.75% of the work for only 
76.7% of the revenue. 

This Association does not express the view that all 
of the traffic now handled by highway should be handled 
by railways. There is a portion of it which could not be 
done by railway vehicles and another portion which on san 
economic basis should not be done by railway vehicles because 
ify this Tielad the truck 1s superior in cost and convenience. 
However, it is estimated that a substantial proportion 
(probably sbout 50%) of highway freight traffic in Cunade is 
beyond the economic limits of truck haul and results in 
a loss of many millions of dollars annually in net revenue 
to! the railways. This is illustrated by the graph 
appended, Exhibit No. 6, 

And might I ask, my lord, that you turn to Exhibit 


No. 6. I will continue reading from the text because 


I think it is quite explanatory of the graph. 
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There are plotted on this graph & series of 
Curves indicating the estimated cost of operating 
trucks of various capacities over mileages up to 
500 miles, The costs reflected in these curves re- 
present the following elements: 

Interest, Depreciation, License, Insurance, 

Maintenance, Operation, 

The graph also includes two additional curves re- 
presenting railway out-of-pocket costs for less than car- 
load movements and for carload movements. The out-of- 
pocket costs include shed costs anda pick up and de- 
livery costs in the case of less than carload traffic 
and include cartage charges for carload traffic. The 
reason for including cartage charge with carload costs 
is to produce more nearly a comparison with the service 
performed by trucks, although the cartage charge is not 
included in the railway carload rates, nor is cartage 
performed in most cases. There is included also in the 
out-of-pocket costs merely system averages of maintenance 
of way and structures expenses, transportation expenses, 
maintenance of equipment expenses, but there is excluded 
any return on investment, fixed charges, depreciation 
and general overhead expenses. 

There are two reasons for using the trucking 
costs on a substantially all inclusive basis while using 
railway costs on an out-of-pocket basis. Bars tyacthe 
truck is a small unit and the carriage of any substantial 
additional amount of traffic cannot be accomplished 
without adding to the equipment. Second, the right of 
way used by the trucks is the highway with a substantially 
unlimited capacity. In the case of the railway, the 
out-of-pocket costs represent the minimum below chich it 


would not pay the railway to carry the traffic, 
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The figures used in the out-of-pocket eek: curves 
Shown on Exhibit 6 are system averages of the Canadian 
National Railways, no attempt having been made to get 
the data for other railways. From this it may be seen 
that while the truck is the economic carrier in the short 
haul field the railway is unquestionably the economic 
carrier in the long haul field. This reflects the high 
terminal and low line-haul cost of rail movement, come- 
pared with low terminsl and high line-haul cost of truck 
movement. It is Clearly demonstrated that &s the distance 
increases the economy of railway operation becomes more marked. 
A tabulation of the economic range of trucks compared with 
railway less carload out-of-pocket costs is indicated below: 


Economic Radius 
Compared with 


Type of Truck Railway 
3 ton single units 52 miles 
4 ton single units (ernie! 
5 tons single units 91 rf 
8 ton tractor-trailer 63 u 
10 ton tractor-trailer olan! 
13 ton tractor-trailer 97 ! 


To expen the graph, perhaps starting with the 
first line, which is the estimated cost of 2 three - 
ton truck, and then taking the yellow line which is 
the railway out-of-pocket eosts, it will be seen 
that the three-ton truck crosses the yellow line a 
approximately 52 miles. in “ihe. case’ ora four-ton-unit, 
the crossing point is approximately 78 miles, and so 
on, down with the various units. 

Now that is a comparison on a cost basis of truck 
transport and rail trm sport of less than carlood 
rar tie. You will also see on that graph a red line 
which follows the outside practically all the way, ana 
that is the railway carlo-d cost. 


To continue with the submission: 
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It will be seen that as compared with railway 
less carload out-of-pocket costs the most economic 
highway vehicle is that of 13 tons capacity operatin: 
within a radius of 97 miles. 

mnererence to the, graph will ibilustrate that. point. 
The line of the 13 ton truck crosses the yellow line, 
the railwey less carload out-of-pocket costs, 
at approximately 97 miles. 

On the other hand, as compared with railway car- 
load out-of-pocket costs no type of highway vehicle can 
operate economically beyond 15 miles. 

That is also illustrated on the graph. 

Over-the- road vehicles now in operation range in 
load capacity in general from three to thirteen tons. 
The length of run varies with the size of the vehicle, 
the larger types operating distances up to approximately 
500 miles. An estimated division of 1948 truck trans- 
portation between that performed by vehicles operated 
in their economic sphere, as shown by Exhibit No.6, 
and those operating beyond their economic range indicates 


the following: 
Work performed 


in ton miles Percent _ 
By trucks operating 
in their ecohomic range 2,636, 802,000 Oo a7 
By grucks operating be- 
yond their economic range 2,667, 948 ,000 50a 
5, 304,750,000 100% 


Stated enother way, about 50% of the $212,000,000 
estimated as annually obtained by highway transport 
accrues to truckers operating beyond their economic 
sphere. 

THE CHAIRMAN: Pardon me, is this on the lines 
operating at 2 loss? 

A. No, beyond their economic sphere, compared to 


railway cost. In other words, the operation of the truck 
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beyond the limits shown on Exhibit 6, we estimate to be 
-about 50% of the total truck haulage in Canada, and 
that that 50% could be done more cheaply by railwey. 

COMMISSIONER ANGUS: At out-of-pocket costs? 

A. At out-of-pocket costs, sir. 

THE CHAIRMAN; Why is it not done that way, then? 

A. I will come to that in the brief, my lord. It 
is a very personal question. 

Bearing in mind that the average ton mile earnings 
of this traffic is 4¢, while the average cost of handling 
railway freight traffic is approximately IGECs 1 Ohae. OD= 
vious that a large amount of net revenue is involved. 

In addition to the losses of traffic © the truck 
it is estimated that at least 50 millions of net revenue 
is being lost annually by the railways ds a direct result 
of reductions in freight rates to hold other competitive 
traffic to the rails: 

Having developed an estimate of the magnitude of 
the rail-highway competitive problem, it is now pertinent 
to enquire into the reasons for its existence, and sca 
ticularly why the truck can and does compete for and 
obtain traffic beyond the economic sphere of its arenes 
tions. Admittedly in the short haul field the truck is 
Superior in costwand service. In, the lone haul field, 
however, both cost and service favor the railway, yet the 
railway annually loses a large amount of traffic to the 
truck in this latter field. The answer therefore must 
stem from factors other than cost and service. 

First of all, to appreciate the railways' competitive 
position with highway transport for freighg traffic, 
it is necessary to discuss the railway rate structure 


and the reasons for the exicting method of charging. 
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At the outset it may be said that Canada has 2 
greater interest in he provision of rail transportation 
than any other country in the world, due to the fact 
that its economic life depends to a2 greater extent 
upon the cheap movement of large quantities of basic 
commodity goods moving long distances. The sale of these 
goods in open competition in world markets is made 
possible in large measure by the fact that we have in 
this country the cheapest rail transport in the world. 

We in Canada are the heaviest users of rail transport 
per capita, being only approached by the United Ststves; 
no other country in the world uses more than one quarter 
of the per capita amount used by Canadians. 

The average cost of transporting Ererenusoy atl tin 
Canada in 1948 was approximately 1.2¢ per ton mile. To 
arrave-at tiewaliocation of this, ton mile cost to 
Canadian shippers, the railways have a tapering rate scale 
based upon the principle of charging what the treffic 
can afford to pay rather than upon the actual cost of 
moving each commodity. Under this principle of allocating 
transportation cost, one commodity may pay as much as 
10¢ per ton mile while others move more cheaply 2t 
O¢, 8¢, 7¢, and so on down the scale until finally 
some commodities yield well below one cent per ton 
mile, which is below the average cost of moving all com- 
modities. Other commodities also move at rates below 
average total cost and in fact about 50% of the traffic 
of Canadian railways in the year 1948 moved 2t rates 
below one cent per ton mile. Another group of com- 
modities comprising about 25% of rail traffic moved at 


about the average cost of 1.2¢ per ton mile. This means 


that the remaining 25% must move at rates sufficiently 
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above the average cost to make up for the 50% movinc be- 
low average cost. 

It is such a rate structure that makes possible, 
among other things, the movement of basic commodities so 
that they can be sold in world competitive markets. 
Without such a rate making principle, these commodities 
would not move freely for long distances to markets. 
Under this method of rate making, the railways are 
constantly being called upon to grant rates at very low 
levels to enable an industry suffering under some handi- 
CcZp, possibly the distance itmust move its raw products 
Orwits Tinished products, or both, to compete with 
better located industry. in eddi tion, -conaiLuions 
arise where the railways must assist communities in the 
marketing of their products by moving traffic at very low 
rates, and often infant industries are similarly assisted 
BO enable them uo get starved. 

THE CHAIRMAN: Pardon me a moment -- in that pre- 
ceding paragraph you talk about the railway being con- 
stantly called upon to carry commodities at low mteés, 
you say --"to compete with better located industry". Do 
you mean in Canada? 

A. In Canada, my lord, yes. I am dealing only with 
Canada throughout the brief. 

Q. I thought you meant competition coming from 
elsewhere, maybe‘ 

A. No, largely within Canada. 

9. Theat te, the wilweys make,.in effect, a lower rate 
to favour an industry which is competing with another 
industry, also located in Canada? 

A. Yes, my lord. 

With the incidence of truck competition however, the 


Situation became radically changed. The trucker upon 
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entering the transportation field was not concerned 

with quoting cheap commodity and low export rates in the 
national interest; he was and is concerned only with 
moving the class of traffic that will yield aim a 
profit. Thus with minimum costs of 3¢ a ton mile the 
trucker disregarded the lowrated traffic but immediately 
attacked the traffie paying the railways more than this 
amount. Because of the rate making system employed 

by the railways the trucker was able to quote rates 
greater than this cost in order to obtain the traffic 
and still be below the rail rates. This has xxgiven 
rise to the belief that trucking is cheaper than rail 
movement, because on the traffic the trucks move the 
rate charged the shipper is generally the same or less 
than that charged by the railway. Of course it does 
not cost the railways these amounts to move these classes 
Oleurar hic. These are the rates which the railways must 
have to make up for the low grade traffic handled at 

low rates in the national interest. It is clear eas 
fore that while in general it costs four to five times 
as much to move traffic by truck as it does by rail, 

the fact that competition on a rate basis is possible in 
ene long haul field 1s due entirely to the nature of the 


railway rate structure. 


(Page 9133 follows) 
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The problem is not easily remedied. At first 
glance it would appear that the railways could reduce 
their rates on higher rated commodities to the cost of 
service by highway and by so doing destroy highway compe- 
tition, while at the same time enjoying a comfortable 
margin of profit. It must be remembered however that these 
higher rates are those which enable railways to make rates 
low enough to allow marginal commodities to move to market. 
If the railways were to reduce these higher rates to a 
point which would destroy highway competition they would 
require substantial increases in the rates on basic 
commodities. The railways would still be faced with the 
necessity of moving low-grade commodities at lower than 
average cost, but would lack the money to do so. On the 
other hand, should the railways adopt the brincgiptevtha. 
all commodities should bear their full cost of service, 
highway competition would be destroyed, but the disruption 
to the economy of Canada would be incalculable. Here it 
must be remembered that the railway has been used to ex- 
tend marketing as widely as possible and any differential 
rise in the freight rates on low-grade commodities (which 
would result from applying the cost of service principle) 
must be reflected in lowered marketing and reduced produc- 
tion. This then is the problem of the railwoys in meeting 
highway competition. 

This problem is not confined to Canada alone. It 
is one which has faced every country in the world requiring 
organized transportation and as yet no solution hes been 
found. The problem admittedly is a difficult one. No 
Student of it could deny, for cxample, that highway trans- 
port has a proper and legitimate field; the problem is to 
provide equality of opportunity as a result of which the 


economic field of the competing forms of transport can be 
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determined. Only then can each form of transport operate 
to its maximum cificiency in Its*own sphere, In other 
words the activities of each method should be so regulated 
on sound economic grounds that the interplay of commerce 
will allocate to each facility that part of the nation's 


transport it is’ best fitted to perform: 


THE CHAIRMAN: Q. When you say "will allocate 
to each facility", would that be exclusively to cach 
facility? 

A. .Not necessarily so, my lord. 

Q@: .f think in some cases, though, it must be so? 

A. ain some cases it would have Go be so. 

2:., When you say, for instance, earlier, .somcthing 
about the economic field of road transport, operating 
beyond their economic field, although they themselves 
can make money by doing that, you would say, though, they 
Seid not. operate in that field at all; is that right? 
-~- that in the general economic interests of the country 
the railways be given that field to make up for other 
fields where the operation--- 

At VAS aeeenerality, my Jord; yes; Dut Lem not 
stating in here that highway transport should be confined 
exactly to that economic field that we determine by 
dollars and cents, because there are other considerations 
-- that is, the consideration of convenience and other 
things that do enter into the general economic field: 

I have in mind one example, the movement of--- 

Q. This: means.) does 1G not; that there are certain 
geographical fields from which you would exclude the 
automobile? Isn't that right? 

A. I think that would be true as a generality. 


Q@. Even although the automobile company itself 
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could make money there? 

ie GULLS SO,.8ir, qulve so. 

Q. Yes, I understand. You were about to give an 
example? 

A. The example I was about to give you was the 
movement of household goods. There is an ease and 
facility there that the trucker can give to the shipper 
that the railway simply cannot give, and it would be 
ridiculous in my opinion to attempt to confine the move- 
ment of household goods to something under a hundred 
miles, as we determine to be the economic field here, 

@. You say it would not be right to confine that 
to the railways? 

A. Or confine the truck to that area, sir, up to 
a hundred miles. 

Q. To give the larger area to the railways? 

Aa. pied, 18 correct, 

Q. Like, for instance, moving household goods from 
Toronto to Montreal? 

A. The truck can do that much better than the 
PeLiway Cen, sir. 

Q@. Well, it is more than a hundred miles? 

ie YESs) Chet was, my point.) fT had) no intention of 
confining the movement of household goods by truck. toa 
distance of only a hundred miles, because there are other 
facilities there that they can give to the public and 
which should be considered in any transportation policy. 

Q. I understand. 

Are This principle was recognized in the report of 
the Sirois Commission who, after study of the problem said: 
(That reference’ is at page 208, volume 2, of the Sirois 
Report): 


"Given a disposition on the part of the various 
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governments to coordinate their controls over trans- 
portation and their financial aid, so as to leave 
each type of transport a chance to perform on 
remunerative terms those classes of service which it 
is best adapted to perform, the Canadian transporta- 
tion problem may not be insoluble." 
This in our view involves coordination of 
Dominion and Provincial control over all land transport, 
In Canada today no such coordinated control exists. 
Regulation of highway operations is in the hands of the 
Provinces with the result that there are ten diffcrent sets 
of regulations with ten different Provincial Commissions, 
each attempting to control highway operations in the way 
each sees fit and each applying different principles in the 
exercise of that control. In these circumstances, there- 
fore, a uniform basis of dealing with this problem along 
sound economic lines could hardly be expected and this has 
been one of the major disadvantages in attempting to deal 
intelligently with the competitive aspects of railway and 
highway transportation in this country. 
This Association submits that the edoption of a 
sound national transportation policy is necessary to a 
solution. It further submits that an essential clement of 
such a policy should be uniform control of all land trans- 
portation which in turn should embrace uniform regulation 
and control of highway transport, a determination of the 
costs of the highway system charcesbile to users and an 
adequate and proper distribution of such costs amongst the 
various classes of motor vehicles, It is with these latter 
principles that we now deal, 
REGULATION AND CONTROL 
With the increase in commercial motor vehicles 


and the attendant chaotic conditions resulting from over- 
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crowding and consequent cut-throat competition, came a 
demand for some form of regulation and control of highway 
transport. As is usual in such cases, Opinions varied 
widely as to the form such regulation should take. This 

has resulted in regulations of all kinds varying from 
actual prohibition of trucking. to no regulation at all in 
different parts of the world in the past twenty years. 
These regulations, up to the present at least, have been of 
no material assistance to the railways. This is under- 
Standable when it is realized that such regulations as have 
been attempted have aimed primarily at protecting highway 
transport from its own activities, with railwey or national 
interest getting scant, if any; consideration, — 

Of primary importance in the field of highway 
legislation is that in so far as possible, and having due 
regard for legitimate regional differences, the regulations 
in each Province should be uniform. There are three basic 
factors in the regulation of highway transport; safety, 
service, and protection of the right-of-way against im- 
proper use, 

Safety regulation begins with the design of the 
vehicle, and is concerned with width, length, field of 
vision; it includes inspection, insurance, qualifications 
of the operator, speeds and traffic regulation. 

Service regulation for the common carrier vehicle 
extends to operating rights, schedules and rates; for the 
private vehicle it is almost entirely a matter of ensuring 
orderly traffic flow. Somewhere in between these two is a 
third type, the "contract" carrier, whose presence intro- 
duces special problems into the field of schedule and rate 
resulavion: 

Protection of the right-of-way against improper 


use is primarily a matter of ensuring that the highways 
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shall not be used by vehicles whose gross weights or 
axle loads approach or exceed the breaking point of the 
oad surface; that heavy vehicles are not operated at 
destructive speeds; and that the seasonal restrictions 
amposeaq by climatic, conditions are obsenved. 

In regulation, as in fees and the granting of 
licenses there is no uniformity in Canada. This is made 
plain by an examination of Exhibits Nos.7 and 8 which are 
comparisons of the more important features of the highway 
legislation and of the practices in issuing: licenses in 
each Province. 

In the case of safety, with ten different pro- 
vinelal codes and countless municipal variations, it is 
impractical to attempt a comprehensive summary of safety 
regulations. However a summary of the factors over which 
provincial regulation is exercised has been prepared and 
is included on Exhibit No.7. The maximum permissible width 
in nine Provinces is 96 inches, but in Newfoundland it is 
90 inches. The maximum height varies from twelve feet to 
fourteen fect six inches with the exception of Ontario and 
Newfoundland in which Provinces there are no height 
restrictions. .The permissible lengths vary from thirty 
three to thirty five feet tin the case of single units and 
from fifty to eighty-five feet in the case of combinations, 
with the exception of Newfoundland where there are no 
length restrictions. Insurance requirements for public 
liability and property damage, with the exccotion of New- 
foundland, are uniform, but those for cargo and fidelity 
insurance vary quite widely. An examination of Provincial 
legislation will also disclose wide variations in the 
examinations for competence of vehicle operators. Several 
of the American studies have treated the subject of safety 


extensively and virtually all are in agreement as to its 
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importance. In this respect the study by Griffenhagen 


" 


and Associates "A Highway Improvement Program for Illinois" 
pages 87 to 97, is informative. 

In service regulation (operating rights, 
schedules and rates) the same lack of UMiToma ty existe ; 
This is particularly noticeable in the degree of control 
exercised over the issuance of public service vehicle 
licenses. In all provinces except Prince Edward Island and 
Newfoundland the legislation requires that bus liccnses may 
only be granted upon an adequate showing of public con- 
venience and necessity. In Prince Edwarg Island and New- 
foundland bus licenses may be granted at the discretion of 
the regulatory authorities. 

MR O'DONNELL: My lord, it occurs to me that 


possibly, inasmuch as the entire brief will appcar in the 


transcript, Mr. Gaffney might, for the purpose of saving 


time -- unless your lordship prefers that he continue as 
he is doing -- comment briefly on some parts and go on 
reading. 


THE CHAIRMAN; Oh, yes, we can follow that 
practice. Take the whole brief as read to begin with? 

MR O'DONNELL: Yes, my lord; if the writer 
would just follow the brief in the transcript, and insert 
whatever comments Mr. Gaffney may make at the different 
places, that would be quite satisfactory, I think. 

Q. Perhaps you could follow that suggestion, Mr. 
Gaffney? 

ne = LeSs = Lecninie we had just finished with the 
degree of control exercised over bus licenses. 

THE CHAIRMAN: In all provinces except in Prince 
Edward Island and Newfoundland. 

THE WITNESS: And Newfoundland. 


THE CHAIRMAN: 2. You are going on now to say 
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what Prince Edward Island and Newfoundland do? 

A. Bus licenses there may be granted at the dis- 
cretion of the regulatory authorities; in other words, it 
ig left entirely in the hands of the. Board. 

No such uniformity however applies to the 
issuance of common carrier truck licenses. Public con- 
venience and necessity is stated to be the governing factor 
in all provinces except Newfoundland, Prince Edward Island, 
Nova Scotia and Alberta. In these latter provinces no form 
of control is exercised over trucking operations other 
than safety requirements and payment of the prescribed fee. 

Q. By the way, that word "necessity" in these cases, 
Nasi it ever peen defined? 1 wan pnderstand) public, con- 
venience, but what is public necessity? Does it mcan there 
is no other way of transporting goods and passengers in a 
given locality? 

A. tJ would, take that to be one interpretation of it, 
Sir. JI do not know that I have ever seen in any legisla- 
tion in the world a real definition of necessity as 
applied to transportation, but, as we show further along 
in this brief, I -think the best. interpretation of the 
term "public ccnvenience and necessity" is included in the 
Transport wc ty Oof,1980, ing Canada. 

Q@. It defines them both together, does it? 

&, Joepelieve, $o, Sim, Ves. 

Q. I think it would be easier to understand public 
convenience than public necessity as a requirement to 
iicensing motor traffic. It would seem to me to be capable 
of a very strict interpretation. But you say these terms 
are defined where? 

A. They are defined very clearly, we think, in the 
bret ceore Act, 1938, and we have included that interpreta- 


tion on the following page of our brief. 
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Q. You mean the Dominion Transport Act? 
A. The Dominion Transport Act, 1938. 

MR O'DONNELL: The extract from the [ict is on the 
next page. 

THE WITNESS: The extract from the ..ct follows on 
tne Next Pare, ‘Sil’. 

THE CHAIRMAN: Q. Oh, you are coming to that very 
thing, are you? 

fe ee, sols 
Qa t S6e: 1 Just; enticipated., 
Ay Yes, 

In the six provinces which require a showing of 
public convenience and necessity there are great differ- 
ences in the manner in which the term "public convenience 
and necessity" is interpreted, as well as in the types of 
evidence accepted by regulatory boards as proof that there 
is in fact a public need for the services of those applying 
for trucking rights. Reference to Exhibit No.8 will em- 
phasize this point. 

And on that exhibit is shown as best we could 
gather a resume of the practices in vogue in the various 
provinces throughout Canada. 

MR SINCLAIR: That is what the statute says. 

THE CHAIRMAN: I beg your pardon? 

MR SINCLAIR: The witness said those were the 
practices. I was wondering if that is what was in the 
statutes, a regulation without having anything to say about 
how they were enforced, or was it an attempt to say also 
that, even though they were statutory provisions, they were 
enforced. 

THE CHAIRMAN: For instance, we have in this ex- 
hibit an illustration of that. Item 6: 


"Will the Board refuse a license where the 
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applicant is opposed only by a railway, and not by 
highway operators?" 
In the case of Nova Scotia the answer is "Yes", in New 
Brunswick it is "Yes", in the others it is "Very seldom” 
or "Not likely" or "No experience"; but in Nova Scotia and 
New Brunswick apparently license has been refused sometimes 
on the ground only that the applicant was opposed in his 


application by a railway. 


(Page 9148 follows) 
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COMMISSIONER INNIS: Your point, Mr. Sinclair, is 
there is a great difference between statute and 
administration? 

THE CHAIRMAN: This gives the administration I 
think, doesn't. it? 

A ie YSGriSa7,. 

Q. It says "Will the Board refuse a license where 
the applicant is opposed only by a railway, and not by 
highway operators?" 

THE WITNESS: Rarely indeed . will these regulatory 
boards refuse to wssue i certificate in .cases, where .the 
applicant is opposed only by the railways end not by 
other truckers - 

THE CHAIRMAN: We have just heard there about 
Nova Scotia? 

A. Nova Scotia, sir, has no direct control. That 
would apply only to buses in Nova Scotia. 

Q. And the same in the case of New Brunswick? 

A, There is truck control in New Brunswick,sir. 

MR. SINCLAIR: That is not the point, my lord, 
We had on the record, I thought, an official statement from 
the Government that while the legislation was in effect 
that in practice the administration was not to enforce 
anything. ? 

THE CHAIRMAN: You meen iin the case of New Brunswick? 

MR. SINCLAIR: Yes, my eee 

THE CHAIRMAN: Then if what you say is right, there 
is something in this exhibit which is questionable because 
it purports to compere the practices in the verious 
provinces in the issuance of bus and truck licenses, and 
then in the case of New Brunswick:"Will the Board refuse 
@ license where the epplicant is opposed only by a 


railway and not by highway operators?" The answer is given 
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as "Yes". Then, eccording to what you say, Mr. Sinclair, 
that is not what we heard in New Brunswick? 

MR. SINCLAIR: Yes my lord, 

THE CHAIRMAN: We heard there that these regulations 
were being disregarded? 

MR. SINCLAIR: Government policy was to disregard 
the statute. 

THE CHAIRMAN: So that even in 9 case where a 
railway might oppose an epplication, the Board would grant 
the application? 

MR. SINCLAIR: I oem not particularly coming to that 
point but that would be one point involved, 

MR. BARRY: There was a letter or an exhibit - 

I forget in what form it was put in - from the secretary 
of the Motor Carrier Board referring to a statute to 
which the witness has reference and stating that it was 
impossible of enforcement and on that account was not 
entorceds, 

THE CHAIRMAN: Then you do not agree with this 
exhibit? 

MR. BARRY: Well, if the witness relied on the 
statute I can understand his error because the statute 
would lead him to believe that the situation is as he 
states;“but in fact itis not) 

MR. COVERT: Mr. Chairman, I suggest we find out 
from the witness what he hes relied on, statute or practice, 
and how the exhibit is made up. | 

As "Lr Was coming to'that point} my *tordieartniseis 
a combination of the statute and experience and I do not 
know what has been said to your Commission by the New 
Brunswick Government but I can tell you what has been 
my own experience in appearing before the Board and 


that is if someone says they disregard their statute in 
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the enforcement of the regulations, it is not actually 
true, because they do enforce some of them and no longer 
ago than a year and a half, I appeared before the New 
Brunswick Board on 3 rate case, an application by our 
own truck line for a rate and was refused and the "Yes" 
that appears in here to answer the question "Will the 
Board refuse a license -" there was 3a case some years 
ago - I was on it and I can't for the life of me now 
recall the case, but the Board did refuse a license on 
opposition from the railway. 

THE CHAIRMAN: Where? 

A. In New Brunswick and the fact is I think they 
do partially regulate their transportation but my re- 
collection is that the statute is honoured more in the 
breach than in the observance, 

Q. This must refer to the practice rather than 
the statute? 

A. That is the practice, sir, and we were trying 
vo belfairy “Di we Jarew or any cases where they had done 
it, we qualified the answer to that question. 

Mi, SINCLALA: “T° think “that 4's the point, the 
practice varies from Lanniyamed gaan es day, possibly, 

THE CHAIRMAN: In New Brunswick? 

MR. SINCLAIR: Mayba in many Provinces, my lord, 
depending who the epplicants might be, 

THE CHAIRMAN: Yes. 

THE WITNESS: Rarely indeed will these regulatory 
boards refuse to issue a certificate in cases where the 
applicant is opposed only by the railways and not by other 
truckers. In other words, provincial regulatory commissions, 
by and large, entirely disregard the presence of railway 
service in the area for which an applicant requests a 


certificate, end by so doing exclude from considerstions 
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_ gis51 - Mr. Gaffney 
of public convenience and necessity, the adverse effect 
upon the railways of the trucking licenses so granted. 

THE CHAIRMAN: By the way, I notice in the case 
of British Columbia, they answer your question by the 
words "Not as a rule". Well, we heard of one case out there 
where in fact they did refuse licenses to truckers on 
account of the railway being there, and as they said "Giving 
satisfactory service". 

A. Yes my lord, I know of those cases but I also 
know of others when they disregarded them. 

MR. HUME: Mr. Chairman, while we sre on that 
particular exhibit and it is open in front of you, I notice 
that the table shows that the enswer so far as Ontario 
is concerned is "No", and while we are on the subject, I 
have two cases with the dates and the name of the applicants 
where the Municipal Board in Ontario refused application 
for a trucking license where the only opposition ccme 
from 3 railway representative, so in due course we may 
put them in, but I thought thet m¥rght very well be 
corrected, I am not too familiar with the number but I 
do know of two where the only opposition was railway 
opposition, and the license was denied so "No" is not 
SCOrrecc,. 

THE CHAIRMAN: They do not appear in your table? 

A. Well, there may be cases in Cyterio, my lord, 
but after twelve years of appearing before that Board 
and following their decisions I know of none, 

MR. SINCLAIR: I think that a statement like Mr. 
Hume put on the record with such few facts, there might 
have been other truckers right in the area and the Board 
might have felt that just because the railway opposed even 
if nobody else opposed. 

MR. HUME: I am only talking about exhibit 6 - 
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"Will the Board refuse a license - ?" and the answer 
wes "no" and I am giving two cases where the answer was 
‘Weerh 

MR, COVERT: Let us reserve the ergument until 
later. 

THE CHAIRMAN: It is better to raise it now 
because if it goes along these things are not noticed. 

A, I think there might be some confusion between 
Mr. Hume and myself but the Ontario Board in ajudicating 


truck applications, do take into consideration the 


existence of other truckers and while they might not appear 


and oppose the application at the time, the fact that 
they are in the srea is given great weight in the 


decision. 
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In the opinion of this Association,the effect of a 
proposed service upon existing transportation services, 
whether by reil or highway,is a Vinal element of public 
convenience and necessity. Fsilure to give adequate 
consideration to this factor is a serious defect in present 
practices of provincial regulatory commissions. This 
Association believes that it is fundamental to any proper 
form of regulation that there be incorporated in the 
legislation a comprehensive interpretation of the term 
"public convenienlce and necessity" and that provincial 
commissions charged with the responsibility of adjudicating 
highway service applications should rigidly conform 
to its provisions. In the opinion of this Association, the 
Transport Act 1938 in Section 5 (1) contains such an 
interpretation. For ready reference it is quoted here- 
unde? : 

"Before any application for a license is granted for 
the transport of goods and/or passengers under the 
provisions of this Act, the Board shall determine whether 
public convenience and necessity require such transport, 
and in so determining the Board may take into consideration, 
inter alia, - 

(a) any objection to the application which may be 

made by any person or persons who are already pro- 

viding transport facilities, whether by rail, water 

or air, on the routes or between the places which 

the applicant intends to serve on the ground that 

Suitable facilities sre or, if the license were 

issued, would be in excess of requirements, or on 

the ground that any of the conditions of any other 

transport licence held by the applicant have not 
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(ob) whether or not the issue of such itcence would 
tend to develop the complementary rather than the 
competitive functions of the different forms of 
transport, if any, involved in such objections; 
(c) the general effect on other transport services 
and any public interest which may be affected by 
the issue of such licence; 

(d) the quality and permamence of the service to 
be offered by the applicant and his financial 
responsibility, including adequate provision for 
the protection of passengers, shippers and the 
general public by means of insurance, '' 

Other variations in provincial practice are 
apparent from an aan aa Of se xnabit!) No. co. -Kees for 
various classes of vehicles are widely different as is 
the method of licensing. 

In some provinces,such as Ontario, an operating 
permit covers a route, with the operator entitled to 
license as many vehicles as he chooses, while in others, 
Such as British Columbia, the operating permit is for 
the vehicle only, and when it is desired to license 
additional units application must be made to the regulatory 
authority. 

THE CHAIRMAN: What is the application of this Act? 

A. I think, my lord, if you jump down to Goo Be 

and "(c)", "(b)" reads: 

‘Whether or not the issue of such license would 
tend to develop the complementary rather than 
the competitive functions of the different 
forms of be ehaconcs if any, involved in such 
Oobjections;" 

Q@. What license does the Act contemplate here ag 


being granted by the Board in this case? 


wi 
- 

; shith ae 

Mp ie 


| as “Syst : vie ae e 
ihe iM ie n y ae te oh ; i pe ‘ : ih bes ’ ae y Pe ees 
ad ee 5 omtiia rE mes ee fonts Pe i 

‘ ve ee ‘ols Md 
seordialies y ois ee 


. re sae Bi oe ae : ites aid bed o te wid Dotete aie . 
* Bale anal 


poe 


” 


May LS gee st ee Sree 


Se ST ESE P Ee eit Sasehae ce isAEO * 


Bae ec aE E PGEIRE Ge dary sndstuny Td Ret asec a 
& , ' ; ; f Ce 
ee eke (Ee ee tie sate ote ae se eee vey ab ty 


ae 


meeepeoy 4S B sohivors se 


i sie tee Re ee cy Ore ee re tee . ), 
NK Aes Xs ‘By fi , sy ES Re Pat oc 5 or Pare eked ee a fL- ’ Vici i hi 
a ear “eye Loci ek EER | pee tia a pares ae f 

ee Pt Par eee! tere nets iy PEW yorooe & se ives : is 

’ . 


— 


8d oe « sos 


am 
nk Saab ai ua ay A { ; } Vihee to) 
Ne Meare re tien tee 


pe 
2 


@ Ree Mr. Gaffney 


A. Under the Transport Act, as I recall the 
provisions of it, sir, it deals with the regulation and 
control of inland waterway traffic and contains in there 
the provision for agreed charges on the railway. I am 
not clear at the moment whether air is included in that. 

MR. SINCLAIR: Air is taken out. 

MR. O'DONNELL: Air is separately dealt with, 

THE WITNESS: I think it includes those two points, 

Referring to the last paragraph on page 18, 
I should like to point out to the Commission the difference 
in that form of regulation. In the one instance such as 
in the Province of Ontario a man appears before the 
regulatory board and asks for a license sey, between A 
and B, and if he is granted that license he may at the 
time of his application only have need for one vehicle to 
handle all of the traffic offering him then but he is 
quite free subsequently to exp? d his fleet to a thousand 
vehicles if he so desires. | 

In the Province of British Columbia the same man 
appears before the regulatory board and he asks for a 
license between C and D. He must declare to the Board the 
volume of the traffic for which he is applying and they 
will grant him one or two or three truck licenses, whichever 
in their opinion is necessary and each time he wishes to 
put on another vehicle, he must come back to the Board 
for suthority.to put, on thet additional unit. 

Here the Association desires to direct attention 
to the higher basis of fees for common and contract trucks 
compared to private trucks in the Profinces of Ontario, 
Saskatchewan and British columbia. Basically there is 
no difference between the privately owned vehicle and the 
common or contract carrier in respect to use of the 


highways, Yet, regulation of the common carrier has all 
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too frequently centred sround charging it a higher rate 
for use of the highways then is charged the private 
coerrier., it is, of course, quite separate and distinct 
from any question of business taxes as opposed to payments 
for the use of the roads, 

A scientifically developed system of allocating 
costs would meke such discrimination unnecessary. Indeed, 
this discrimination had its origin in the fact that 
while motor vehicles in general were not paying their 
Share of highway eosts there was no justification for 
extending this to imclude the common carrier which operated 
in competition with the railways. 

From there on sir, I will try and give you a 
brief summary and point out what we consider to be the 
important points es we go slong, 

The solution adopted by some, though not all, 
governing authorities was to assess against them an 
arbitrary rate which is higher than that of the private 
carriers. Lacking information on highway costs, and an 
accepted policy of cost allocation, this solution is 
manifestly unfair to both the common carrier and its 
railway competitor, The private carrier is receiving an 
immediate subsidy with respect to both railway and common 
carrier motor vehicle, end an arbitrary factor was 
introduced into competition between them. This subsidy 
can and should be removed. 

Common ond contract carrier regulation covers 
operating rights, schedules and rates. At present there 
is no uniformity throughout Ceneda., In all prrovinces 
fares on buses are subject to control, but truck rates 
in Newfoundland, Prince Edward Island, Nova Scottia, 
Quebec, Ontario and Alberta sre whatever the truocker 


wishes to charge. In Quebec recently, some attempt has 
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been made to central rates but as yet it is not very 
effective. As between common and contract carriers very 
obvious discrimination and anomalies exist. 

In the preceding paragraph we deal with the 
difference in fees between the common and the private 
highway operator and some forms of regulation and then 
we come to a point which we consider very necessary and 
very important in our bricr, and thatis at the “top. of 
Dace 20. 

THE CHAIRMAN: When you say "all private trucks", 
do yau mean those that transport only the owners’ ow 
goods? 

A. Excluding farmers! vehicles ha‘dling their 


Own produce, 


(The Chairman's remarks continued on page 9183 at 


conclusion of brief) 
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This Association directs attention in partic- 
ular to the absence of control over interprovincial and 
international highway services, At present those 
provinces which have regulations governing intra- 
provincial highway operations can only control that 
portion of interprovincial or international highway 
operations which are performed within their borders. 
They cannot control the through movement either by them- 
selves or in cooperation with the neighboring province 
because actual jurisdiction of such movements is the 
prerogative of the Dominion, In 1937 the then Minister 
of Transport introduced a Bill in the Canadian senate 
designed, inter alia, to place control of interprovincial 
and international highway operations under the juris- 
diction of the Board of Transport Commissioners, As is 
not unusual with proposals to depart from existing 
practices, there was considerable misconception in the 
minds of provincial authorities and highway interests as 
to the real purpose of this measure. A great deal of 
opposition developed from these sources and as a result 
the provisions of the Bill relating to highway transport 
were eliminated, 

One of the main objections of some of the 
Provinces and of highway interest to regulation by the 
Dominion was that the Bill as submitted provided for a 
license fee and that such power could be used to deprive 
the Provinces of the revenue from licensing highway 
vehicles, Such action was regarded by highway carriers 
a8 an attempt to increase their financial burden through 
added taxation, The Minister stated that it was not the 
intention of the Dominion to use its powers under the 
Bill as a source of revenue and that the fees contemplated 
were merely nominal registration fees, 


Another more general objection on the part of 


ae 


-- 
ea 
7 
Ya ve 
Some 
oes 


| "OURO: = Mr. Gaffney 


“the Provinces had to do with the question as to whether 
the definition of interprovincial and foreign commerce, 

So far as it might include a purely intra-provincial 
movement as part of a through movement, was constitutional. 
For example, in regard to a movement from Montreal to 
London handled by one trucker Montreal to Toronto and 
there transferred to a second trucker for movement Toronto 
to London, the Provinces questioned the right of the 
Dominion to declare that the movement between Toronto and 
London was in interprovincial trade and to regulate the 
activities of the Toronto to London trucker. Possibly 
some of the objection was induced by an interpretation 
that changes of ownership and warehousing en route would 
not avoid the consequence that a prior portion of the 
total movement would still be subject to Dominion regula- 
tion. Any such complication could be avoided by making 

it clear that the movement to be covered should be a 
through and substantially continuous one. 

No difficulty has been experienced in this respect 
in the United States where similar legislation has been in 
force since 1935, The importance of covering the entire 
movement of the goods rather than only the movement of 
the vehicle is that otherwise evasions of the legislation 
would be very common and exceptionally easy. Switching 
of trailers or actual transshipment of the load itself 
could be arranged at Provincial or international borders, 
and the consequence of limiting the regulation to the 
crossing of the borders would be fatal to the effective- 
ness of the measure, 

Another objection was to the effect that the 
volume of interprovincial and international traffie was 
relatively unimportant and that the cure might be more 
burdensome than the disease. It may be said that the 


type of traffic most in need of regulation from the point 
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of view of national interest is long haul traffic which 
is to a large extent interprovincial and international 
and that the time to establish adequate machinery for 
regulation is during the infancy of the problem, There 
is little doubt that with an expanding road construction 
and improvement programme, particularly the proposed 
Trans-Canada Highway, the percentage of interprovincial 
and international traffic will increase, Jilin Fact. Lt. is 
of sizeable proportions today. 

The question of control of highway operations 
cannot be resolved entirely in terms of motor transport, 
It is directly related to the overall problem of the 
regulation of all forms of transportation, It is mani- 
festly unfair that the railways should be compelled in 
the national interest to move basic commodities at low 
rates, handle every type of shipment offered for move - 
ment, maintain unprofitable services if so decreed, give 
the same rates under the Same conditions to any and all 
Shippers, build and maintain its own right-of-way and 
conform to established regulations as to operations, and 
at the same time compete with a method of freight trans- 
port with no obligations other than to itself, which may 
pick and choose the most profitable traffic and dis- 
regard any other, operate only in good weather, charge 
any rate to any person, discontinue unprofitable operations 
when so desired and which operates on a highway largely 
provided at public expense, 

This Association holds that no complete and 
adequate national transportation policy can be established 
which ee ce include uniform control of highway oper- 
ations, rates, schedules, conditions of Service and adequate 
payment for the use of highways, in the national rather 
than local or provincial interest, 


The principle of uniform control of highway 
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transport is not new, It has existed in Great Britain 
Since 1933, and the United States, Australia, New 
zealand, Union of South Africa, Northern Ireland and 
Ireland have adopted such a programme, A brief resume 
of the situation in some of these countries is appended 
as Exhibit No, 20, 

It is recognized, however, that uniform control 
of highway transport in Conada may only be accomplished 
by agreement between the Provinces and the Dominion, 
This Association therefore recommends that action be 
taken to bring about discussions between the Provinces 
and the Dominion with a view to establishing a national 
transportation policy which will secure the optimum 
advantage from each type of transport, This would 
involve an agreement by the provinces that their 
regulatory commissions should act in accordance with 
an agreed national policy and that Provinces should 
enact measures uniform in principle to that end, 

The Association submits that your Commission 
Should recommend the establishment by the Dominion of 
an administrative tribunal with power to license and 
regulate interprovincial and international highway 
transport. Provincial boards or commissions have and 
Should continue to have similar powers in respect of 
intra-provincial highway transport, 

This Association further submits that because 
of the need for developing a uniform application of the 
principles under which highway operations should be 
licensed, an appeal should lie to a tribunal from 
decisions of both the provincial and Dominion regulatory 
bodies, The appeal tribunal shoulda consist of a panel 
of members appointed from among the members of the 
Dominion and Provincial regulatory bodies with the 


intention that in any particular case the tribunal 
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hearing an appeal would consist of adequate represen- 
tatives of the Provinces within which the applicant for 
license proposes to operate, 

In making this recommendation the Association 
desires tomake it quite clear that its submission does 
not involve interference with the right of the Provinces 
to stipulate the conditions under which their highways 
may be used or to interfere with their right to levy and 
collect taxes and fees for the use of such highways and 
for any other purpose within provincial jurisdiction, 

This Association directs particular attention to 
an important element of the rail-highway competitive 
problem which up to now has not been dealt with in Pro- 
vincial highway legislation, Reference is made to the 
increasing volume of traffic moving over the highways in 
privately owned trucks, and which now forms a large per- 
centage of the total volume of highway freight trans- 
portation, The activities of private carriers are com- 
petitive with both the railways and the common carrier 
highway operators, and the problem of regulation and 
control of this type of transport by some form of legis- 
lation is one which should receive attention in any 
adequate national transportation policy, Failure to 
regulate the flow of private highway transport will 
destroy in large measure the benefits that should accrue 
from regulation and control of "for-hire" carriers, In 
this respect the regulations in the Australian States of 
New South wales and Tasmania are of interest, There, 
all highway services are strictly controlled and the 
regulations have the support of the railways and the 
Commercial Motor Users! Association alike, 

OVERALL COST OF THE HIGHWAY SYSTEM 
The calculation of the capital and operating costs 


of providing the public right-of-way used by motor 
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vehicles is the first step towards a realistic assess- 
ment of the problem. It is idle to discuss the costs 
of highways and the allocation of costs between direct 
users and the general public until these costs are 
developed, There is no authentic, inclusive statement 
of highway costs, 

AS your Commission is well aware, the road 
building authority in Canada is in the provinces and as 
a result, each province builds highways as it thinks 
proper. Hach must find the money or credit, as the case 
may be, and each has the right to tax to raise the 
necessary funds. While it is not possible to determine 
with any degree of accuracy the costs of Canadian high- 
ways, this Association estimates that to provide the 
existing highways a total investment of approximately 
$1,500,000,000 has been necessary, . Of this total some- 
thing over 50% was raised by floating bonds because 
approximately $822,000,000 of funded highway debt was 
Still outstanding in 1944 when this figure was last 
reported, In an effort to retire the outstanding highway 
debt some of the provinces in 1933 commenced reporting 
Sinking fund payments but these for all of Canada only 
averaged something under 4 millions a year between 1933 
and 1944, The position of the funded highway debt, to- 
gether with interest and sinking fund payments for the 
years 1930 to 1944 inclusive is shown on Exhibit No. 9. 
On the basis of the sinking fund payment being set aside 
(less than 5 millions annually) and accrued interest 
charges (over 34 millions in 1944) it is apparent that 
the only result from this method of financing can be an 
annual increase in perpetuity in the funded highway debt 
outstanding, even though no additional capital expenditures 
are made, 


In addition to the provision of capital moneys 
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for highway construction and improvement it is of 
course necessary to provide for annual maintenance and 
administration expenditures. The Dominion Bureau of 
Statistics has been collecting data on highway expen- 
ditures and revenues since 1927 and the published 
reports, while admittedly incomplete, provide an 
indication of the magnitude of the amounts involved 
and show the gaps in the information, The available 
data from these reports commencing with the year 1930 
are shown in Exhibits as follows: 

Exhibit No. 10 - "Revenues from Vehicle Regis- 
trations, Gasoline Taxes, Etc, - Canada” for 
years 1930 to 1947 inclusive, 

Exhibit No, 11 - "Revenues from Vehicle Regis- 
trations, Gasoline Taxes, Ete." by provinces 
for years 1930 to 1947 inclusive, 

Exhibit No, 12 - "Expenditures on Rural Highways - 
Canada” for years 1930 to 1946 inclusive, 

Exhibit No, 13 - "Expenditures on Rural Highways 
by Provinces" for years 1930 to 1946 inclusive, 

Exhibit No, 14 - "Expenditures on Rural Roads and 
Urban Streets in Canada and Revenues from 
Motor Vehicles" for the years 1930 to 1946 
inclusive, 

Exhibit No, 14 indicates that during the years 
1930 to 1946, known expenditures for construction and 
maintenance of rural roads and urban streets exceeded 
highway revenues by $351,000,000. No calculation of 
the debt responsibilities incurred by the municipalities 
on highway account is available from official sources, 
In 1938, an exhaustive survey of costs in the 
Province of Ontario was made by Messrs, Breed, Older 
and Downs as a basis for their "Report on Annual Highway 


Costs, Province of Ontario", made for this Association 
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and eventually transmitted to the Royal Commission on 
Transportation (Chevrier), The method followed was to 
take actual annual expenditures for construction and 
maintenance of rural roads, and partly estimated expendi- 
tures for urban Streets, beginning in 1931; presume a 
service life of highway elements of 25 years with no 
allowance for salvage value, allow interest and taxes 
on unamortized construction costs and thereby to arrive 
at an annual cost. Their findings showed that, for 
this one province, the cumulative annual cost exceeded 
revenues from direct users by $326,000,000 during the 
period 1919 to 1937, 

It should not be impossible to produce equivalent 
Studies for the other provinces and it is Suggested that 
& recommehdatioh to this effect coula appropriately come 
from your Commission, If, as appears likely, the exper- 
ience of other provinces should prove similar to that of 
Ontario, (although on a smaller scale) the total subsidy 
to highway transportation in Canada is indeed a very 
large one, 

A rough approximation of this Subsidy has been 
arrived at on the basis of the method used in the Breed 
Report, The expenditures on rural roads for the years 
1919 to 1926 inclusive are based upon aggregated figures 
for these years reported in the 1937 issue of "The 
Highway and Motor Vehicle in Canada" prepared by the 
Dominion Bureau of Statistics and the apportionment to 
each year on an equal basis purely arbitrary, lacking 
better information, The details are given on Fxhibit 
No, 15. They show that for the years 1919 to 1946 
inclusive the estimated cumulative annual cost of the 
public right-of-way exceeded revenues from direct users 
by $528,000,000, It should be noted however that this 


figure does not include urban street expenditures for 
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the years 1919 to 1934 inclusive, as such expenditures 
are not available, It is, therefore, an under- 
estimate to at least this extent, 


THE ALLOCATION OF THE COST 
OF THE HIGHWAY SYSTEM 
Fo eal stews aR etna Soe AL cao hh SR 


There are two problems: 
(a) The division of highway costs as between direct users 
(motor vehicles) and the general public; (b) The alloca- 
tion of the direct users! proportion between the various 
types of users, 
(@) Division of Highway Costs as between 
Direct Users (motor vehicles) and the 
General Public 

There is no precise method by which a proper 
division of highway costs between direct users and the 
general public can be arrived at, <Any assessment of 
the value that should be put on "social use" - a payment 
from general funds since highways are a public work for 
the general benefit of all - is bound to be arbitrary 
and to “pes purely on the interpretation of the will 
of the majority arrived at by the legislators, Indeed, 
if the highway right-of-way had not preceded the motor 
vehicle, it is doubtful whether the Question of "social 
use" element would have been raised at all when the 
dirt roads of the last century had to be rebuilt for 
motor vehicles, 

Electric power is a work for the general benefit 
of all, yet, after early experiments with flat rates, it 
was quickly established that direct users should pay 
the entire costs and that payments should be in pro- 
portion to units of power employed, Later, the theory 
was advanced that users of electric power should sub- 
Sidize inland waterway HVenepereett on. in projects for 
the development of the St. Lawrence Waterways. In 


Quebec, the hydro system, recently acquired from private 
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owners, made a "contribution" of $18,000,000 to 
Support the provincial program of hospital grants, 

Of equal significance are recent trends in 
respect of public use of water. At the outset water 
was a work for the general benefit of all and flat rates 
based on ability to pay rather than on quantities con- 
Sumed were charged, Unequal payment led not only to 
unequal but to wasteful consumption and increased the 
cost of providing the service. The solution was to 
meter water, as many municipalities are now doing, 

In the case of railways; after recognition of 
their social value in the form of construction subsidies, 
they were expected to become self-supporting and to meet 
their entire costs, plus contributions to government 
through taxation, from the amounts charged direct users 
of railway transportation service, It is GI PPicult sto 
see in what respect the modern highway system differs, 
Indeed, ‘when competitive aspects are taken into con- 
Sideration, and the effort is made to establish a base 
of economic costs, a condition whereby highway transport 
received a continuous subsidy and railway transport an 
initial subsidy only, is indefensible, 

In recent years there has been a tendency for 
direct users of highways to bear a higher proportion of 
costs than hitherto. This is in accord both with the 
modern judgment as to what constitutes a "fair" op 
"reasonable" or "equitable" division of costs as between 
direct users and the general public, and with practical 
expediency. 

In the days when Adam Smith could list the 
provision of highways as one of the very limited group 
of state functions to be paid for from general taxation 
(with the canny proviso that there was something to be 


said for toll roads) it was, perhaps, appropriate to 
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regard the adjacent property owner as the most important 
direct user, Moreover, no convenient measure of “amount 
of use" such as that provided by gasoline consumption or 
gross ton mileages, existed, 

Under present day conditions, the situation has 
changed in several fundamental respects: 

(1) Adjacent property owners are no longer the 
most important direct users - either of rural highways 
or of city streets, many of which have become trunk 
highways. 

(2) Convenient measures exist or can be created 
for assessment of costs against users, whether the 
standard is to be wear and tear, space occupied, tons 
carried, mileage travelled, or a combination of all of 
them, 

(3) The extension of the activities of govern- 
ment makes it imperative that some government enter- 
prises mus t be at least self-supporting, if not actually 
required to provide revenue for those that cannot, for 
social reasons, be made so, 

Several reputable authorities have attempted 
to establish a working basis for the apportionment of 
highway costs between direct users and the general public. 
A summary of their conclusions, and of the arguments 
leading to the conclusion, is given in Exhibit No. 16. 
It will “eg noted that, in almost all cases, there is 
agreement that; 

(a) the element of "social use" - or a value to 

the public at large as well as to direct users - 

does exist and deserves recognition; 

(b) the division between direct users and the 
general public must be arrived at on some 


arbitrary basis; 
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(c) direct users were paying very much less than 
their proportionate share, in the division 
obtaining in the past, 

Although the recommendations of these author- 
ities vary in detail, most of them are of the opinion 
that the excess of expenditures over revenues in the 
past and the continuing commitment of the taxpayer on 
the service of funded debt, is adequate allowance for 
the factor of social use, and that, in the future, the 
entire cost of the construction and maintenance of the 
public right-of-way should be a charge against the motor 
vehicle, The only difference of opinion seems to be as 
to the amounts, if any, that the direct users should pay, 
from the cut-off date, for the right-of-way then existing 
which represents so substantial a capital investment, 

The division, as it has been in Canada up to 
now, was indicated in preceding paragraphs. On the basis 
of known though incomplete expenditures, as given in 
Exhibit No, 14, it would appear that direct users con- 
tributed about 77% of the cost of providing the public 
right-of-way, excluding interest and amortization of 
highway debt, provincial and municipal, for the period 
under review. On the basis given in Exhibit No. 15, 
which includes interest, amortization charges and taxes, 
the contribution was about 72.5%. 

In more recent years, in so far as construction 
and maintenance only are concerned, the proportion paid 
by direct users has increased, In 1939 it was 70%. 
During the war years of 1942, 1943 and 1944 when con- 
struction expenditures were less than half the pre-war 
normal, revenues from direct users actually exceeded 
expenditures on construction and maintenance by amounts 
ranging from 2% in 1944 to 14% in 1942, In effect, this 


means that motor vehicular traffic in Canada in these 
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three years appears to have operated on a basis slightly 
better than that recommended by the authorities quoted 
in HXnLbpit Nor 26; 

"In 1942 every province in Canada, except Quebec 
and British Columbia, demonstrated that annual construc- 
tion, maintenance, and administration expenditures could 
be more than met by revenues from direct users, In 1946 
seven of them were no longer in this position," as the 
following compilation, (which is based on the official 
statistics given in Exhibit No. 14) shows; 

Proportion of Annual Highway Expenditures - 


Rural Roads and Urban Streets 
Met by Revenues from Motor Vehicles 


1gle 1946 

Prince Edward Island 109.7 42,3 
Nova Scotia LG. S 60.5 
New Brunswick 11243 A549 
Quebec GE v7 57 <0 
Ontario 133 50 TO ¢7 
Manitoba Ceci 10 ee 
Saskatchewan 223.2 116.5 
Alberta 17536 65.9 
British Columbia 69.3 60.0 
Canada 114.0 Opal 


Although complete data for the years 1947 and 
1948 are not yet available, preliminary reports made by 
some of the provinces indicate that the proportion has 
declined still further, 

This, it is submitted, is an extremely serious 
Situation and one that should not, under any circumstances, 
be permitted to continue, unless it is conceded that 
direct users of highway transportation are not to be 
required to meet the costs of providing their right-of- 


way. 
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The foregoing discussion has been based on 
actual annual and cumulative construction and maintenance 
costs only. The data presented in Exhibit No. 15 go 
beyond this, Although they are a rough approximation, 
since they are based on an estimated division for the 
earlier years, they are useful as an illustration of 
method - of probable results had a rational cost basis 
that would take account of highway life and appropriate 
provision for amortization been followed in the past, 
With due allowance for the reservations that must surround 
estimated figures, it is interesting to note that the 
estimated annual cost of highways in 1946, on a basis 
that would allocate maintenance expenditures to current 
account, and provide for interest and amortization of 
construction expenditures, assuming highway life of 
25 years, amounted to $155,000,000. Revenues were 
$113,500,000. In other words, had revenues from motor 
vehicles been 36% greater in 1946 they would have 
equalled annual highway costs, 

In the Breed Report the year 1919 was taken as 
the beginning, partly because from that time forward the 
motor vehicle was the governing factor in highway con- 
struction, and partly because it would have been 
unrealistic to attempt cost allocations back to the 
beginning of motor vehicle development or to set a value 
on the public right-of-way that the motor vehicle 
inherited from the past, Expenditures prior to December 
31st, 1918, and the accumulated deficit for the years 
1919 to 1936 ~ the amount by which revenues from direct 
users failed to meet annual highway costs - were 
"assigned in full to the general public and constitute 
its full payment for social-necessity use of roads, From 
1936 on, motor vehicle owners should assume full respons- 


ibility for all annual costs of rural roads and urban 
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streets," This was qualified somewhat by the statement 
that while the 1919-1936 deficit "was incurred wholly on 
account of facilities required for the motor vehicle, and 
consequently it was and still is their obligation to pay 
this debt, but since it has been permitted to accumulate 
to such an extensive amount, repayment would now impose 

a charge against the motor vehicle owner that is prac- 
tically prohibitive," 

The estimated deficit for Canada as a whole for 
the longer period 1919-1946, as developed in Exhibit No.15, 
and amounting to $528,000,000 would, of course, be even 
more prohibitive, If not charged to direct users, and it 
quite obviously could not be, it remains as a most sub- 
stantial contribution from the general public, It may 
be regarded partly as subsidy to motor vehicles and 
partly as further payment for "social-necessity" use, 

Since the war, direct users of rail transportation, 
who are required to pay the costs of the services they 
enjoy, have had their charges increased by an average 
of about 22% or 23% through the general increase in 
freight rates, This is already proving insufficient to 
meet the increased post-war costs of rail transportation, 
Increased charges on direct users of highways commensurate 
with increased expenditures for construction and mainten- 
ance, present and anticipated, should not be out of order, 
In total, an apportionment of costs which would ignore 
the enormous past subsidies to provide the motor vehicle 
with its right-of-way (which are a continuing commitment 
of the general public in interest and amortization pay- 
ments) and which would require the motor vehicle to meet 
annual costs only, would seem to be over-generous to say 
the “leas t', 


In the opinion of this Association it would be 
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desirable, in fairness to competing forms of transporta- 
tion, to make due allowance for the cost of providing 

the existing highway system, which is a capital asset 
available for use by the present operators of motor 
vehicles, It would, it is felt, be appropriate to include 
in current charges to operators due provision for 
amortization of this capital asset, and improper to make 

a fresh start in any given future year and work out a 
program that would involve payments from direct users 
adequate to cover future maintenance and construction 
costs only. The latter course would create a fictitiously 
easy financial condition at first, only to be followed by 
the need for drastic increases in charges on highway 

users later, as the existing capital in the form of 
highways had to be replaced, 

For this reason, it would be quite proper to 
follow the "Breed principle", that is to ascertain what 
the actual construction and maintenance expenditures were, 
by years since 1919; to calculate the interest and amor- 
tization payments on construction that should have been 
accrued during the years from 1919 to 1949; to regard 
these amounts as an error of the past, and to hold 
present users responsible only for the unamortized 
portion of 1919-1949 construction expenditures that would 
be a charge against years subsequent to 1949 under this 
method of accrual, 

With this background, this Association suggests 
that your Commission, as has been done by other Con- 
missions and other authorities, should make a recom- 
mendation concerning the division of highway costs 
between direct and indirect users that is appropriate 
to Canada and that will serve as the basis for the policy 


of the future, 
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This recommendation should presumably cover; 

(a) the appropriate payment to be made by present 
users of today for the highway system as it 
exists today; 

(b) the method whereby the program of future con- 
struction and maintenance would be related to 
the charges levied against direct users, 

It is urged that your Commission may properly 
point out that the policy of subsidies to highway trans- 
portation imposes a heavy burden on provincial and 
municipal taxing authorities and also introduces grave 
difficulties into the whole national transportation 
System by enabling the highway vehicle to expand its 
uneconomic competition with railways, It is submitted 
that your Commission should recommend that the provincial 
governments be urged to seek the establishment of a 
uniform system, under which there would be set up in 
each province an authority charged with raising from 
highway users the revenue necessary to provide all the 
funds required for highway construction and maintenance, 


(bo) Allocation of Direct Users Proportion 
Between Various Types of Users 


There is no uniformity of method or result in 
Canada at the present time in regard to this allocation, 
This can readily be seen from the summary of the bases 
now in use in the nine provinces, which is given in 
Exhibit No, 7. A more detailed Summary is given on pages 
34 to 51 of "Facts ana Figures of the Automobile Industry" 
1948, published by the canadian Automobile Chamber of 
Commerce, 

One would not expect to find that the total amounts 
paid ae road use by a vehicle of a particular type would 
be uniform from province to province since provincial 


expenditures vary, as do the numbers of vehicles over 
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which these expenditures are spread. One would, however, 
expect to find a degree of correlation between the ratios 
that payments for a truck licensed for a gross weight of 
5,000 lbs, bear to payments for a truck licensed for a 
gross weight of 30,000 lbs, as between provinces. But 
this is not so, For example, in Manitoba the 30,000 lb, 
truck, either privately operated or operated as a common 
carrier, pays 13 times the license fee paid by a 5,000 
lb, truck, whereas in Saskatchewan the 30,000 lb, truck, 
if privately operated, pays only 4 times the license fee 
paid by the 5,000 1b, truck privately operated, and if 
operated as a common carrier, 16 times, Again, while 
Saskatchewan levies a license fee of $25.00 on the 5,000 
lb, private truck, Manitoba charges $30.00 and Alberta 
$60.00, For sae reference these rates are given 
for, alk worovinces in exhibit Wo. 17. 

The present licensing system does not reflect 
a scientific approach to the problem, It has been purely 
& matter of growth with arbitrary judgments determining 
the amounts to be paid by vehicles of different types, 
In economic terms, it means that an important section of 
the operating costs of motor vehicles are established on 
the basis of "opinion" as to what is right and proper 
rather than on an actual basis of costs, Opinion varies 
both from authority to authority and from time to time, 

During the last 20 years a considerable amount 
of research on highway costs’ has been carried out, both 
by government bodies and independent authorities, The 
factors which affect the relative costs of providing a 
highway for use by 10-ton trucks and l-ton passenger 
vehicles are known and understood, as are the variations 
in wear and tear through use by different vehicles, Even 


the basic postulates of 20 years ago have changed, In 
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1os08 for example, the Commissioner of Public Roads 

of the United States, Thomas H, MacDonald, was able 

to say that the "roads are more destroyed really by 
climatic and soil conditions than they are by any use 
that is made of them." In February, 1949, in an address 
to the American Road Builders! Association, he reported 
avery different state of affairs, 

"This statement was true 18 years ago when it 
was made, The loads we were then carrying on the 
highways were very infrequently heavy enough to 
overtax their structural capacity, 

In the intervening years, there have been great 
changes in the total number of trucks on the high- 
ways, in the proportion of them with heavy loads 
and over-loads, and in the observed effect on 
highways) 3 

During the early thirties a gradual increase 
in damage to pavements was observed. Prior to the 
war, damage had reached alarming proportions, With 
the marked increase in heavy loads since the end of 
the war, the damage has become even more alarming, 

Damage has occurred on all types of high-type 
pavements, Bituminous pavements are made rough 
and rutted, Excessive pressures shove and knead 
the surface out of shape, Concrete pavements are 
subjected to pumping at joint, followed by rapid 
deterioration of the whole surface, 

There is conclusive evidence that this damage 
is caused by heavy wheel loads," 

In view of its importance, the full text of 

Mr. MacDonald's speech has been reproduced as Exhibit 
No, 18, The obvious inference from it is that very 
considerable proportions of the amounts expended on high- 


way construction and maintenance during the last twenty 
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years are traceable to use of the highways by vehicles 
whose gross weights or axle weights exceed the limits 
which they can stand, and by failure to observe seasonal 
limitations, 

Many scientific studies on allocation of costs 
as between different types of vehicles have been made, 
They are developed from four basic factors: speed, 
distance, weight, and volume, The speed at which a 
vehicle is operated bears some relationship to costs, 

A 10-ton truck operated at 10 miles per hour produces a 
very different degree of wear and tear on a road from 

that which obtains when the same vehicle is operated at 

50 miles per hour, The relationship to distance travelled 
is self-evident, The weight of the vehicle will be re- 
flected in the standard of construction necessary to 
Support it, and the volume of the vehicle in the width 

of the highway, length of passing lane, height of subway, 
etc, 

The methods of cost allocation recommended in 
several of the modern studies are outlined in summary form 
in Exhibit No, 19, These studies are representative of 
the scientific approaches to the problem that have been 
made elsewhere, and of the type of research material on 
the subject of cost allocation that is available, These 
Studies have been chosen among other reasons because of 
their discussions of the various methods that have been 
recommended from time to time as well as for the specific 
method they advocate, Although none of these may be 
immediately applicable to the Canadian situation, they 
at least provide a basis for investigation, For example, 
in Illinois the very heavy volume of road traffic may 
make it appropriate to think in terms of standards of 


construction that are very much higher than would be 
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practical in Canada. [In this country, where there is 
less money to cover greater distances, high standards 
and the vehicles that go with them are a LUSILE 

This Association accordingly urges that your 
Commission should recommend that an exhaustive study of 
highway costs and their allocation among motor vehicles 
be undertaken to determine the fair and reasonable pro- 
portion that should be borne by the various classes of 
such highway users, It is submitted that by this means 
the private motorist and the taxpayers would be relieved 
of the burden of providing facilities for commercial 
highway transport both public and private, This 
Association reiterates the view that there should De en0 
distinction between common carrier, contract carrier and 
private highway transport in payment for the use of the 
highway eee 

In concluding this submission the Association 
again emphasizes the seriousness of the problem of com- 
petitive highway transport which confronts the railways, 
This Association does not take the position that the 
recommendations herein contained will alone solve the 
competitive problems of the railways but does state most 
emphatically that no national transportation policy could 
be considered as adequate which does not include these 
proposals as essential elements, The Association has no 
doubt that a continuance of the present situation may well 
lead to a breakdown of the entire transportation system 
in Canada, There is no greater need facing Canada than 
to find a solution of this problem, Unless and until a 
sound solution is found the real cost of transportation 
will be higher than necessary and the ability of the rail- 
ways to provide the essential transportation service will 


be seriously jeopardized, 
(Page 9183 follows) 
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%. Excluding those farmers handling their own 
produce? 

A. From private trucking. 

Q. What would you call them, then’ 

A."Farm truck", is generally accepted, I think. 

Q. Then what do you mean by "private"? 

A. The trucking of manufacturers, producers, and 
So on, where they handle their own goods. Our position 
is that in handling their own goods, while they make no 
direct charge, the cost of that transportation must 
finally be included in the price of the article, and, 
as such, the private trucker as we define him, is 
competing not only with the railway, but also with 
the common carrier truck operator; and we think that 
any adequate national transportation policy must 
Five .cOnsideracion. to nis activities, si well as to 
others. 

2. They would be made to contribute more, is 
that 1b? 

As Inone instance, yes, (sir,. so pay his) fair 
Share of the highway costs; and in the other, to con- 
form to whatever regulations the body we propose may 
ultimately decide is in the national interest. 

Q. What you say now, does not apply to farm trans- 
portation by the farmer himself? 

A. No, sir, we exclude that. 

the brief goes on to discuss the situation that 
occurred in 1927, when the then Minister of Transport 
introduced a bill’ in the Canadian Senate, designed to 
place within federal. jurisdiction, the control of intra 
provincial and international highway transport. 


COMMISSIONER INNIS: You mean 1937? 
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AIVYSSS 1937. 

THE CHAIRMAN: Did he have any trouble with this7 

A. Yes, he had, my lord, and the trouble he had 
is Set; out. Teirly, fully) gathinks 
9. What was the result of the trouble? 

A. The result was that the clause was deleted from 
the bill, before its final passage, and as I recall it, 
now, that is the Transport Act that you have in front 
of yous. it wasine ludedias ia portion of that. 

MR. O'DONNELL: Don't you want to make some cis- 
tinction between the movement of goods and movement of 
yehucles-thatyou much tipoint out? 

A. Yes, I would like to make that point vernclearly, 
that in talking of control of intraprovincial and in- 
ternatiorll traffic, we are talking of the control of 
the movement of goods, and not necessarily in relation 
to the movement of the vehicles. That is the same 
practice as is followed in the United States by the 
Interstate Commerce Commission. They take the actual 
movement of the goods, not the movement of the vehicle 
as such, alone. 

THE CHAIRMAN: Have you anything to say in parti- 
cular now, about the movement of the goods? 

A.We ‘say,ewe> recommend, in the brief, that for 
interprovincial goods it be movement of the traffic. 

Q.) Of the goods? 

A. Of the goods. 
Q. As distinguished from the movement of the vehicle? 
NeCorrec ual esis: 

Referring now to the paragraph on page 22, starting 
at "The principle of uniform control", we go on to say 
thaLothe principlesof:unifermmyeontroel.of.,transport is 
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it is recognized, however,th it uniform control of highway 
transport in Canada may be accomplished only by agreement 
between the provinces and the Dominion. 

». Pardon me, - you say this limited control of 
highway transport has existed in Great Britain since 
1933, but that was easy because there is only one Parlia- 
ment there. Then you say that the United States has 
adopted such a programme. Is that altogether accurate’ 

A. For highway transport: 

Q. Yes. 

A. Uniform control, in the sense of federel control 
of interprovincial highway operations, sir. 

4. But you are in the States now? 

ATs tamein tne States: 

Q. You mean, inter-state? 

A. I am sorry, inter-state, and international within 
the jurisdiction of the United States government as 
such. Then there is State control in each of the forty- 
eight stetes. 

Q. But, uniform control: 

A. Oh no. 

.. Because, you see, you say that the principle of 
uniform control is not new, and then YOU (give: As van 
example the United States. 

A. That is perhaps loose language. What I had intended 
to convey there is the principle of inter-State or inter- 
provincial control being vested in a federal Tues SG Ce Lon 

Intra-state or intra-provincial vested in the State 
Or SprOrEnCl at jurprsditcetion ts not new. 

MR. O'DONNELL: In Exhibit #121, Exhibit 20, the 

pages following give a resume of the regulations as you 


have found them to be in these various places? 
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A. That is correct, and I might add that in those 
countries too, there is of course federal control of 
the railway and other transportation media. 

THE CHAIRMAN: I presume in the United States, so 
far as intra-state licensing is concerned, the regulations 

may vary from state to state? 

AS They’ao, my Lords’ As °a°matter"of fact; they 
Have -oeen trying now for some time to get a degree or 
UniTOrMivy, “DUG Tney do vary Trom St 1ve to stave. 

MR. O'DONNELL: In-the last “two page, my lord,of 
Exhibit #121, you will finda resume of the United 
States regulations. 

MR. SLINCLATR: “It might be of Interest to pub on 
the record that when they talk about these other coun- 
tries, with the exception “of the United States, the 
governments are in the railway business, Australia, 

New Zealand and South Africa. 

MR FRAWLEY: That makes it less of 42 parallel, 
doesn sor hc. 

THE WITNESS: This Association therefore recommends 
that action be taken to bring about discussions between 
the provinces and the Dominion with a view to establishing 
a national transportation policy which will secure the 
optimum advantage from each type of transport. This 
would involve an agreement by the provinces that their 
regulatory commissions should act in accordance with an 
agreed :national policy and that provinces should enact 
measures uniform in principle to that end. 

The Association submits that your Commission should 
recommend the establishment by the Dominion of an 
administrative tribunal with power to license and regulate 
interprovineial and international highway transport. Pro- 


vincial boards Yr commissions have and should continue 
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to have similar powers in respect of intra-provincial 
highway transport. 

This Association further submits that because 
of the need for developing a uniform application Gi une 
principles under which highway operations should be li- 
censed, an appeal should lie to a tribunal From de- 
cisions of both the Provincial and Dominion regulatory 
bodies. 

THE CHAIRMAN: What kind of tribunal would that 
be in the cnase of the provincial bodies: Would it be 
a provincial tribunal? 

A. We had in mind, my lord, a tribunal composed 
of members of each of the provinces,and of the 
Dominion. 

Wed be that JAS di tterent . You would have an 
appeal to them from something done within a province, 
te Tne the? 

A Yess 

Q. Concerning business from one point ine tie. pro= 
vince, to another point in the province? 

ip Yoo. my) Lord. 

Q. You waild have an appeal from the decision of 
the provincial board to this superior body? 

hi Nes, iy gord:. 

Q@. The point is there, the Dominion, and Ot ve) 
the provinces? 

io Yes, MV Ore, 

The appeal tribunal should consist Ho erpane lyon 
members appointed from among the members of the Dominion 
and Provincial regulatory bodies with the intention that 
in any particular case the tribunal hearing an appeal 
would consist of adequate representatives of the Provinces 


within which the applicant for licence proposes to operate. 
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In making this recommendation the Association de- 
sires to make it quite clear that its submission does not 
involve interference with the right of the Provinces tO 
stipulate the conditions under which their hishways 
may be used or to interfere with their right to levy 
and collect taxes and fees for the use of such highways 
and for any other purpose within provincial jurisdiction. 

THE CHAIRMAN: Do you think there would be much left 
for the over-riding tribunal? 


eo Tt aontte wr w tnave) LOllow that. 


iy. Would it conflict atall with the rights of 
the province to stipulate the conditions under which 
their highways may be used, or to interfere with their 
rights to levy and collect taxes and fees for the use of 
the highways, or for any other ; purpose WiChia Dro 
vineial jurisdiction? 

A.They would retain, sir, all the things that they 
have now. 

Q. What would go up to this appellant tribunal then? 
ee a decision of a regulatory board in the province that 
was not satisfactory either to the applicant or those 
opposing him? 

Q@. Thet 18 che application for a license only 

A. Yes, my lord, presented initially to the provincial 
Commission. 

.. That is all that would go up to the tribunal? 
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COMM SSIONER ANGUS: Would it be an appeal, so to 


speak, on a matter of law, or because of the way in which 
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a.discretionary power was used? 
A. I think as to discretionary power, there what 
we contemplate. is it would be an appeal based upon) the 
Brenbing (orm mefusine iofwanrrappidcation’ being vin wiolation 
with the pre-determined national transportation policy. 
COMMISTONER’ ANGUS: ‘The policy being laid down in 
an agreement? 
ie) SSS. 
THECHMOURMAN: Pardon imerarain, Veaven iit Trrappear 
LOSLSGENG: Insofar as this board is concerned, would 
it go on the majority basis in its rulings? Supposing 
there is an appeal to that tribunal from some action taken 
by the regulatory body in New Brunswick, and the board, 
as you say, had representatives from New Brunswick? 


RAAGOrreci gn ses 


Q. Nevertheless, would the majority cf that board 
overrule the decision of the New Brunswick board, even 
if the New Brunswick representatives on the appeals 
Trabunak did not eeres with the ruling? 
AY L would. think .so,my. lord 
Q. In that case ‘then the order+ would go back to the 
New Brunswick board to issue a licence? 


A. Orrefuse, as the case may be. yes, sim. 


MR FRAWGE Ys) Now, (Mr 2s Chairman, tine balance: or this 
brief deals with what) might be: called the' question. of the 
allocation of the highway costs or the alleged subsidization 
of truck transport in: the provinces 5; and Iam asking that 
Hove aos preceeded whoyendirehast giagibe stricken 
Cm soretie Nese or a. letter ea rcopy, of which I-Aave, 
weittem by Meo Covert ito Mr silumey, counsel for the 


Truckers! Association. On 8th November Mr. Hume 
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wrote Mr. Covert calling attention to the fact that a 
third of the brief (which is roughly, I take it, from 
here to the end) dealt with the question of highway 
eosts and the allocation thereof. Mr. Covert wrote 
back to Mr. Hume on 10th November as folllows:- 

"Dear Mr. Hume, 

iLacknowledge: receipt. of) youn, Letter of the 
8th instant, and have discussed the matter with the 

Commission . I am instructed to advise you thet 

it is not the intention of the Commission to express 

any Opinion or make anyfinding as to whether or not 

motor vehicles are now paying their proper share 

of ‘highway costs. This would. not. preclude a 

recommendation that they should pay their proper 

share- : Aveopy of, this Jetcer: is. being delivered 
to the solicitors for the Railway Association of 

Canada." 

I was: given a copy of that letter within a day or 
so after it was received. Tn. fact, «my. friend,. Mr. 
Covert was good enough to let me have a copy of it 
perhaps the very day it was written. Thereupon I paid 
no attention, as to any cross-examination I might make of 

Mr. Gaffney leading to the question of whether or not 
in Alberta there is highway subsidization of trucks. 
+t Sinply);do if on thet ground. EfasiaamMuUstygo dans 

THE CHAIRMAN: That is ascertainment of the fact, 
whether or not in Alberta trucking is subsidized. 

MR. FRAWLEY: Yes,,..sirs . It. its. devoted to, the 
allegation, I take it, that there is an unfair situation, 
that the trucks are travelling on subsidized. highways and 
Eat cSOntwot LALNe 


We challenge that, of course, so far as A.lberta is 
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eomCemed. idesay that ls nor ine race atlall, and. 2.do 
not propose to address myself to it at all in view of the 
fact that Mr. Covert says the Commission is not going to 
go into the question or make a finding on the question of 
whether or not motor vehicles are now paying their proper 
share of highway costs. That is the neat point involved 
im the balance of the brief, sir, and Tsay thet in«view 
Of that, letter to should not be gone Anbo and therefore 

iG Should be stricken out. 

MR. O'DONNELL; [I don!t think there is a neat point 
except for the last thing in the paragraph which says ;: 
"This does not preclude the Commission from making 2 
recommendation that it should pay 2 proper share”. 

‘THE CHAIRMAN: That recommendation could be made 
even if they were all paying more than their proper 
share. 

MB. O'DONNELL: That is true. On the other hand 
it is a part of the brief which makes certain represent- 
ations concerning the situation which it would seem to 
us to be a proper matter to be put before the Commission 
and which the Railway Association thinks of sufficient 
importance to be incorporated in its brief. 

MR. SINCLAIR: Perhaps I should say that substantially 
I would like to support the remarks made by Mr. O'Donnell. 

MR. HUME: Mr. Chairman, I find myself in complete 
agreement with the remarks made by Mr. Frawley, and the 
only comment I have to make is that the association which 
TI represent does not object too strenuously to it going iis 
but if this Commission is not going to express any opinion 
or reach any conclusion in it, it. seems it is an awful 
waste of time, 


As to recommendations that the Commission may make 
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that users of the highway should pay their proper shore, 
Of Course the position is that we all agree they should, 


and we say they do. Puc te vane whe time bo recd 3 


letter saying whether or not they are,no finding is 
going to be made, seems to be a waste of time. 

THE CHAIRMAN: We are enquiring into matters which 
are within. the jurisdiction of the Parliament of 
Canada respecting transportation. 

MR. O'DONNELL: That is true, my lord. On the 
other hand insofar as the national policy on trans- 
portation is involved, it occurs to me that it is a 
proper metter to be put before the Commission, in order 

that the Commission may get some idea in the formal way 
of .what.the situation.is. As the closing sentence in 
that paragraph. of the letter.that is referred to, 
reads: "This would not preclude the Commission making 

2 recommendation that they should pay their proper share 

Tidouwnet chink Tt isus .weste of,time to.near what 
the Association thinks with respect to that. The 
subject matter is not very lengthy, and we have certainly 
taken e lot of time on other subjects which, in my 
respectful submission, have possibly been not quite 
Pe bevant. 

THE CHAIRMAN: There may be (I am not saying there 
are}, there may be abuses of qagifferent kinds going on 
within different provinces, over which Parliament here 
hes no control at all and which may be none of Perlic- 
ment's business 

MR. SINCLAIR: If I may say so, my lord, it meay 
suggest to the Dominion the necessity of really putting 
a real effort into ing something by co-operation and 
negotiation es a first step towards attempting to have 


uniformity, and some investigation into this 
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very important matter, and if that failed, fail ng all 
that, then there would of course be the other alternative, 
to attempt to secure an amendment. 

THE CHAIRMAN: What other alternative is there if 
the provinces do not allow themselves to be properly 
admonished by their uncle? 

MR. SINCLAIR: Then there is always the other 
alternative, which is to secure amendments to the British 
North American Act. 

THE CHAIRMAN: Oh, I see. 

MR. FRAWLEY: My lord, there is another aspect to 


this. This Driefst think will vberwell publicized through- 


out the Dominion Government and there will be therefore 
an allegation that in the Province of Alberta motor 
vehicles are not paying their proper share of highway 
eoste.) Mnetere nov the fact and [eam here on -behalr of 
the Province of Alberta to say so and to prove that is 
not so; but I am not prepared to do it and I do not veae 
pose to do it, in consequence of a very responsible 
letter, a copy of which I received from Mr. Covert, very 
properly written. 

I do not think it.is the business of this 
Commission, with the greatest respect to worry about 
whether or not the Province of Alberta even docs, if it 
should be the fact, ‘spermit highways to be used by motor 
vehicles without the motor vehicles paying their proper 
share. It does not happen to be the fact. and 1 can prove 
and I can establish it, but I would have to have time to 
establish it, and that is why I was very glad to learn 
from Mr. Covert's letter that the Commission would not 
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THE CHAIRMAN: ‘YYou have to have a tribunal 
competent to hear it. 

MR FRAWLEY: Yes, that is true, but I do not want 
it said across the country by the Rallway Aissociation that 
in Alberta the motor vehicles do not pay their proper share 
of highway costs. He can say it about every other province 
except Alberta. 

MR O'DONNELL: You were saying plenty about the 
railway situation. However, in our submission a very 
important fact, and one that is the cause of much trouble, 
is the encroachment by trucks upon fields which the railways 
previously enjoyed. Now, in order to make a recommendation 
concerning a national transportation policy, although some 
part of the solution of the problem may require the co- 
operation of the provinces or the amendment of the British 
North America Act or something else, surely it cannot pre- 
vent this Commission from saying, "Well, part of the problem 
is in fact due to the method in which trucks are permitted 
to compete," and, while it is true that the bulk of the com- 
petition takes place within the provinces as such, it 
should not preclude the Commission from saying, "We find the 
source or the cause of the trouble is Eietapnee ney Rene 

THE CHAIRMAN: Ask us to make an actual finding 
that within a certain province--- 

MR O'DONNELL: No, I do not nek that at all, my 
lord. I am quite content to take the letter as it stands, 
to take the suggestion contained in the letter, that, while 
the Commission does not intend to make an actual Findings of 
fact as to whether or not motor vehicles are now paying 
their proper share of the highway costs, this would not 
preclude a recommendation that they shouH pay their proper 
Share of thecosts. 


THE CHAIRMAN: I have not consulted my colleagues, 
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but I do not see why we should not say right now that 
everyone should pay his proper share. 

MR O'DONNELL: That is quite true, but on the 
other hand--- 

THE CHAIRMAN: You would not ask us to go so far 
as to ascertain what would be a proper share? 

MR O'DONNELL: Not at all, not at all. 

THE CHAIRMAN: Then the formula that everybody, 
or that trucks, should pay their proper share, would apply 
to the horse and buggy and everybody else, or to the 
pedestrian. What strength would there be in our saying 
that everybody should pay his proper share? 

MR SINCLAIR: I think, in view of the situation 
as it exists now, my lord, where the Dominion out of 
general revenue is contemplating the expenditure of very 
material sums of money on account of the Trans-Canada 
Highway, the Dominion may give some weight as to terms and 
conditions upon which that money was granted, in regard to 
the use of the highway and its construction, and whether 
construction would be very much more expensive -- for 
instance, it may be a five-lane highway; somebody before 
this Commission said a six-lane highway -- just bccause 
there happened to be very large semi-trailer operations 
say between Montreal and Toronto. And I think that it is 

most material that the Canadian Pacific as an extremely 
large taxpayer in this country should have something to say 
about matters as to the proper share of highway construc- 
tion and maintenance and operation costs being borne by 
their competitors. 

THE CHAIRMAN: You are referring now to the pro- 
posed Transcontinental Highway, I suppose. 

MR SINCLAIR: That is one. 


THE CHAIRMAN: Well, is not that matter already 
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under way? That is to say, is not the Dominion already 
co-operating with the provinces as to the construction of 
this highway? 

MR SINCLAIR: Yes. 

THE CHAIRMAN: The sharing of the costs, the route 
to be followed, and all that sort of thing. 

MR SINCLAIR: Yes. 

THE CHAIRMAN: The Department of Reconstruction 
here I understand is the agency of the Dominion Government, 
and the respective provincial governments are in conference 
with the Department, and in some cases routes have already 
been selected. Would all these things be attended to there? 

MR SINCLAIR: Well, my lord, here we have before 
us a question of a national transportation policy and the 
position of the various media of transport in the trans- 
portation field, and I submit that this additional right- 
of-way extending from one end of Canada to the other, how 
it. is to. be used is of material importance to that national 
transportation problem, as has been pointed out by some of 
the provinces, Newfoundland I believe for one. 

THE CHAIRMAN: What would be the use, Mr. Sin- 
clair, of this Commission going into all that would be 
entailed in such an inquiry in the. ten provinces of 
Canada, if all we are asked to formulate as a result is 
the mere recommendation that everybody should pay his fair 
portion of the cost of the highways? I ‘say we can do that 
now. 

MR SINGLATR: «Yes, but I say the Commission 
should recommend further that an inquiry should be made 
to see that the various elements of the users of the high- 
ways, particularly the Trans-Canada Highway, should bear 
their fair share of the cost of construction, maintenance 


and operation of that highway. 


re 
oy sae for 
ntti Bote wee we 
‘ poten eeling 


on 


Be Cee . 
Cod ens, mae Se Mae ee 


ah 


aM 4 


£C. BOLTASUR 


ab 


| oe aes ce 07 & . t 
DOREY we he Pak q* 
© Paes ise WE ys A ren 


i 
{ 


- 9200 - Mr, Gatiney 


MR COVERT: Inquiry by whom? 
MR SINCLAIR: By the Dominion, in connection with 
moneys that are being expended on the Dominion Highway. 
MR COVERT: Inquiry by whom? 
MR SINCLAIR: By the Dominion. 
MR FRAWLEY: Well, that is going on now. 
MR HUME: Mr. Chairman, I am constrained to remark 
that I think we might have had the letter in by this time. 
MR O'DONNELL: Yes, I agree. 

MR HUME: But the important point is that the 
question as to what is the proper share -- that is what 
these eleven pages are directed to, to show that the user 
is not paying his proper share. We all agree that they 
Should pay their proper share, and this letter, as I inter- 
pret it, meant that I did not have to meet the case that 
the trucking industry was not paying its proper share. I 
Gao noo tntend to call any evidence-on’ that at-all, There- 
fore I submit that to read these pages or put them in the 
record would not be proper, when they are only directed to 
prove that the users are not paying their proper share, 
and it is the problem of what is the proper share. The 
forum for that, I suggest, is the provinces themselves. 

It has been studied in other provinces, and they have spent 
days of hearings, and there are as many theories as there 
are people who claim to be experts on it. It was only in 
that regard that my letter was written, and I presume the 
reply came in; cConmection with thet.) [edo not think this 
is the proper forum to go into what is the proper share. 
I think it would keep you here for months. 

THE CHAIRMAN: Well, Mr. Covert, have you some- 
thing to add in connection with this turmoil? 

MR COVERT: Mr. Chairman, it seems to me really 


that everybody is in agreement, that we should not have an 
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investigation as to whatis the proper share. Everybody is 
in agreement that we cannot make a finding, and what really 
puzzles me is what the debate is about. I suppose the'real 
debate is as to whether or not this evidence should go in. 
As to that, I suggest--- 

THE CHAIRMAN: You refer to it as evidence? 

MR COVERT: Well, this part of the submission -- 
whether it go in the record. 

THE CHAIRMAN: Well, does this part of the sub- 
mission make allegations concerning various provinces? 

MR COVERT: What it does, sir, is to set out the 
allocation of the cost. It refers to certain studies and 
reports that have been made in the past in England, in 
the United States and in Canada, and shows what the figures 
were, the proper shares of costs for the various highway 
users, and it also goes into the question and gives figures 
as to what the truckss, or perhaps I should say the auto- 
motive industry or highway transports, have paid by way of 
revenue through licenses and taxes, and so on; and I think 
the Railway Association indicates that there have been 
times when the trucks have paid their share, and that now 
-- I think the figures given are for 1946 a they are not 
paying their share, and they are afraid they are not going 
to pay their share in the future. Now, all this is in the 
Priel, and there 16 substantial -— 

THE CHAIRMAN: I suppose, if the trucks in any 
province are not paying their share, then those who use 
the highways are paying a disproportionate share ae not 
Lhose using the railways. “Is that the point? If you take 
@ province and say that the trucks are not paying their 
proper share of highway construction and maintenance, then 
the question arises, well, who is suffering from that, and 


who is paying the share that the--- 
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MR COVERT: I think the answer may be the! tax- 
payer, Mr. Chairman. 

THE CHAIRMAN: Yes, it would be; but then you 
would say, though, because the province allows the trucks 
to carry on without paying their full share, that gives 
them an advantage over the railways. 

THE WITNESS: That is the point. 

MR O'DONNELL: Bankrupting the raidways?. thathis 
what it amounts to. 

MR FRAWLEY: Subsidized highway transport, is the 
allegation against us, and we eeny 2b: 

MR O'DONNELL: It occurs to me, my lord -- I do 
not want to take any lengthy time on Daisy ibuthehis fis ithe 
first time through this lengthy sittings when any objection 
has been taken to anything, and a lot of things, in my 
respectful view, have been put forward that might not 
have as much to do with the problem as this has. 

THE CHAIRMAN: That may be, but when an objection 
is taken--- 

MR O'DONNELL: I agree with thatj too. bution the 
Other hand I submit this: Actually all this brief endeavours 
to do is to put before the Commission all the circumstances 
under which the railways are forced to Operateninnithis 
country, and the circumstances under which they have to 
compete with another agency of transport, and varticularly 
the trucks, which are allowed to compete under conditions 
which in our view are unfair, and for which some solution 
should be found if at all possible. Now, surely it is not 
irrelevant to put the problem or the facts Pelacine ‘voy the 
problem in so far as the Railway Association sees it before 
the Commission. If the Commission chooses to disregard it 
when ss or our friends argue against it in the final 


analysis is neither here nor there, but at this point, when 
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the brief is in any event to form part of the record -- 
that was the arrangement at the outset -- I do not see 
why the Commission, unless it chooses not to hear it, 
should not be permitted to hear it. 

THE CHAIRMAN: Well, Suppose you say that there 
is an allegation that the railways are handicapped by the 
fact that in some or in all of the provinces these trucks 
are not paying their proper proportion of the cost of the 
highways, and if such is the case, then as a fact the 
railways would suffer, therefore it would be recommendable 
that the trucks and everybody else should pay their proper 
share -- of course you say all that; are you not saying 
enough? What would be the use of going into the affairs 
of each province and ascertaining whether or not a particu- 
lar user of the highway is paying his proper share? You 
see, there are ten provinces, and some of them might object 
to their affairs being gone into. For instance, I remember 
on a previous Commission of which I was Chairman, in connec- 
tion with the grain trade, it had aspects which were 
Dominion and other aspects which were provincial; well, in 
order to make our position secure, the Commission obtained 
Orders in. Council, that ic, Royal Commissions, in each of 
the provinces concerned as well as the Dominion one. We 
were made Royal Commissioners for Saskatchewan, Alberta, 
Manitoba, Ontario, and I think in fact all of the provinces, 
really, in order that there might be nothing to hamper us 
in our carrying on. Now, are we confronted with that kind 
of situation today? 

THE WITNESS: No. 

THE CHAIRMAN: We are dealing here with matters 
over which the Dominion Parliament has jurisdiction, and 
none other, so we have to be careful. 


MR O'DONNELL: That is quite true, my lord. 
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THE CHATRMAN: We have to be careful, therefore, 
in allowing you to make allegations or to purport to give 
evidence by way of a brief to set up that in any particular 
province there is an unfair treatment of railways going on 
by the fact that the truckers are not paying their proper 
share of the building and maintenance of the highways. 
Isn't that right? 

MR O'DONNELL: Well, we have had, my lord, if I 
may so say, evidence and submissions even filed by the 
Province of Alberta itself concerning highway transport in 
Alberta, and we have had all kinds of evidence and informa- 
tion concerning the manner in which in each one of these 
provinces certain aspects of the problem are handled; 
surely, I would submit, the door is open, 

THE CHAIRMAN: Well, have we had any evidence of 
that sort which has prejudiced the situation of the railways 
petore us, do you think? 

MR O'DONNELL: . I think we may have part of the 
picture in, and we would like to have what we consider the 
Do leance Gre ei 1 However, my lord--- 

THE CHAIRMAN: Well, you see our difficulty, 
don't you? Here we have representatives of the provinces 
saying that the province does not W2ntus to inquire into 
what are altogether provincial matters; but I say in so far 
as making a general recommendation is concerned, it seems 
to stand to-reason, that is all. 

MR O'DONNELL: Well, my lord, could I make this 
Suggestion, that what is contained in these few remaining 
pages might be heard, and a decision could be made having 
heard it. as to whether or not there is anything objection- 
able that would require a decision? 

THE CHAIRMAN: Well, it is in the brief now, and 


the brief is Tilted. ancsjour suggestion is that it be read 
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out loud. 
MR O'DONNELL: Well, I see no need to read the 


whole thing, but such portions as the witness likes to draw 


to the attention of the Commission. 


THE CHAIRMAN: Very well. Does Mr. Hume object to 
that? 


MR HOME... No. 


THE CHAIRMAN: . Very well, go on, Mr. Gaffney. 


(Page 9210 follows) 


fe a 


- 9210 - Mr. Gaffney 


THE WITNESS: Commencing at page 24 the brief 
Says: 

"The calculation of the capital and operating 

costs of providing the public right-of-way 

used by motor vehicles is the first step towards 

a realistic assessment of the problem. It is 

idle to discuss the costs of highways and the 

allocation of costs between direct users and 

the general public until these costs are 

developed. There is no authentic, inclusive 

statement of highway costs." 

From there, sir, we go to a discussion of the 
jurisdiction of the provinces in building highways and 
collecting fees end soforth from them, and turning over 
to page 25 we list in the middle of that page five 
exhibits which give the public revenues and expenditures 
on rural roads and urban streets in Canada as reported 
by the provinces to the Dominion Bureau of Statistics. 
We point out there that on the basis of these published 
figures provided by the provinces, exhibit 14 indicates 
that during the years 1930 to 1946 known expenditures for 
construction and maintenance of rural roads snd urban 
streets exceeded highway revenues by $351,000,000. 

Then we go on from that point to a discussion of 
a survey conducted in Ontario by Messrs. Breed, Older 
and Downs and what it shows and in the paragraph on 
pege 26 we add: 


"A rough approximation of this subsidy has been 


arrived et on the basis of the method used in 
the Breed report. The expenditures on rural 
rosds for the years 1919 to 1926 inclusive are 
based upon sggregated figures for these 


years reported in the 1937 issue of the ‘Tihe 
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Highway and Motor Vehicle in Canada' prepared 

by the Dominion Byresau of Statistics and the 

€apportionment to each year on an equal basis 

purely arbitrary lecking better information," 

The details of that are given on Exhibit 15, and 
then we say that for those years 1919 to 1946 inclusive, 
the expenditures, the cumulative annual cost as published 
of the public right-of-way exceeded revenues from direct 
users by $528,000,000. 

On the top of page 27 there is a discussion of the 
gllocation of the cost of the highway system and it deals 
primarily with the problem of the division of the total 
expenses between direct users and that portion which might 
properly be chargeable to what is termed "Social necessity". 
That carries over all through page 29 to page 30. In the 
middle of page 30: 

"In 1942 every province in Canada, except Quebec 

and British Columbia, demonstrated that annual 

construction, maintenance, and administration 
expenditures could be more than met by revenues 
from direct users. In 1946 seven of them were 

no longer in this position, as the following 

compilation (which is based on the official 

statistics given in Exhibit No. 14) showss" 
and then follows the table. 

MR. FRAWLEY: Those are D.B.S. figures, are they? 

A. They are Dominion Bureau of Statistic figures 
as reported by the provinces, 

Q. No inquiries made of any provincial offices? 

A. No. We say at the bottom of page 30: 

"This, it is submitted, is an extremely serious 

situation end one that should not, under eny 


circumstances be permitted to continue, unless 
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it is conceded that direct users of highway 

transportation are not to be required to meet 

the costs of providing their right-of-way." 

Following that, we go into a discussion of the 
over-all costs of the highway during these years. The 
Breed Report is quoted as a method of allocating costs between 
the different vehicles and I think that discussion under 
general carriers goes over to the middle of page 33. At 
that point: 

"With this background, this Association suggests 

that your Commission, 3s has been done by other 

Commissions and other authorities, should make 

a recommendation concerning the division of 

highway costs between direct and indirect users 

that is appropriste to Canada and that will 
serve as the basis for the .policy of the 

PUTS. 

It is urged thet your Commission may properly 

point out that the policy of subsidies to 

highway transportation imposes a heavy 

burden on provincial and municipel taxing 

authorities and slso introduces grave diffticulties 

ints. the whole national transportation system 

by enebling the highway vehicle to expand its 

uneconomic competition with railways". 

There follows, commencing on page 34 a discussion 
and allocation of the direct users! proportion between 
various types. On page 35, the opinion of Mr. T. H. 
MacDonald, Commissioner of Public Roads of the United 
States as to the damage done to highways by the heavy 
vehicles is given, and the full text of his speech 3 as 


reported is reproduced in Exhibit No, 18. 
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The next few paragraphs to the end of page 36 deal 
in general with the cost allocation studies and some of 
these have been summarized and are shown as Exhibit No.19. 

At the top of page 37, and I think sir,this is the 
nub of the whole section dealing with highway costs and 
their allocation: 

"This Association accordingly urges that your 

Commission should recommend that en exhaustive 

study of highway costs and their allocation 

among motor vehicles be undertaken to determine 

the fair and reasonable proportion that should 

be borne by the various classes of such highway 

users. It is submitted that by this means the 

privete motorist and the taxpayers would be 
relieved of the burden of providing facilities 
for commercial highway transport both public 

and private. This Association reiterates the 

view that there should be no distinction 

between common carrier, contract carrier and 

private highway transport in payment for the 

use of the highway system, 

In concluding this submission the Association 
emphasizes 

again : the seriousness of the problem 

of competitive highway transport which confronts 

the railways. This Association does not take 

the position that the recommendations herein 

contained will alone solve the competitive 

problems of the railways but does state 

most emphatically that no national transportetim 

policy could be considered as adequate which 

does not include these proposals 2s essential 
elements. The Assocation has no doubt that 


a continuance of the present situation may 


” 


To . 
aasoete astreoaats veos ae 


$8 Hats x a sR. 


yet pe Bre yy é r 
money ARGH A} 7 ae bheab 


: tnosteookte Pi ah 


Oli re. 


J > 
gents mom cs, pany ee ’ ue rah 
PRI Ooe Me LORS ate ‘hoy 

ff - 


bas 2 mero 


ee , ¢ toe. ue 
,WAVSya Yewdain 2f2 Ta sag 


t a Se eee 
The La Gorn ws AeeOns she 
s ‘ 
ee Lee 
Lae Me Coat natee , 


%. ne oo jt oe 7 * 
: ae Ke Ee LTO: TO ; 
K j ‘ 
yj bole a 
Nee Fo Sh ete Paty 
eh ele oo") tie pte Kee og oe Hyd § 2 
cE " RUC SSCS! BAF Faey maivtieowr sachs 
‘ i. + 
AE ore Bait ene t ‘ : i a og a fue oF & Sei ' 
APO Oe Sy Toe anaie Ei iw beste dtion 
the | at mee pe lee FE Bein pay: ok ‘ oe : 
he ROC FM BML Cee ai Do amo l dene ey. 
: 7 ; y 
‘ ” LU , r Li 
OC Mae 4 t f ih ah, ' } 
cr’ é " Wena x ay Cp fe 4 . t ; 
sit leaonttters org oe pre SBon Pet 
i 7 - im 
+ Ren cat ule es reg Bi ; 7 
; \ OP CUO A 8 Dea aha are. tak dfnae yrstog, 
j bis | ye : 
( vee y ® io Bin yee 
PSA EE Ries, BE earth “ee eek ton a 
1 x % yan ‘ 
Beal i A ' re 
7 TORO On Beatie 
‘ i 
12M Sie 
: 


- 9214 - Mr. Gaffney 


well lead to a breakdown of the entire trans- 
portation system in Canada. There is no greater 
need facing Canada than to find a solution of 

this problem. Unless and until a oe solution 
is found the real cost of transportation will be 
higher than necessary and the ability of the 
railways to provide the essential transportation 
service will be seriously jeopardized." 


THE CHAIRMAN: Do you summarize anywhere the 


recommendations you make in paragraphs - 1, 2, 3 and so on? 


AnPADpcouldydottha tyforvyous, mye dordsse lb. isenotadone 


in the brief. 


Q. Well now, who intends to question Mr, Gaffney 


next? 

Mise COVERTs wiedowmya lord. 

THE CHAIRMAN: You do? 

ME COVERT *+— Yes, umy Jord. 

THE CHAIRMAN: Is it worth while beginning now? 

IMR. COVERT: I think perhaps we may es well adjourn 
now. | 

‘THE CHAIRMAN: Well we will come back at a quarter 
Go three, 


The Commission adjourned Steril. 5bapems 
to resume again at 2.45 p.m. this day. 
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AFTERNOON SESSION 
Friday, November 18th, 1949. 


F, A. GAFFNEY, recalled. 


EXAMINATION IN CHIEF BY MR. COVERT, resumed: 

THE CHAIRMAN: All right, Mr. Covert. 

MR COVERT: Mr. Gaffney, would) yourturn: to 
page 1 of the submission in the last paragraph on the 
page to the end of the page, where, you say that the rail- 
way transport must not be subjected to unfair competition 
Prom OtherTrormssobotransport. I just want to find out 
if by unfair competition you really mean unregulated com- 
petition, on the ground that you are regulated and other 
transportation is tnot? 

Ay ©That is»one ground. ‘Another ground of-unfairness, 
we consider to be what we claim, that is, that our highway 
competitor does not pay a fair share of the highway cost. 

Q. Those are the two grounds you say would lead to 
unfairness? 

Ae Thavyisncernrect.. 

26. Thenvat thestoprofipagesce yourjsay: 

ae . that all forms should be so regulated es to 

ensure that unnecessary duplication of service shall 

not be permitted.” 
I take it you mean by this that of course where phe) rails. 
ways were not perhaps the most economical means of trans- 
port, that they would be ordered to abandon the service 
provided by them, and that that service would be provided 
by some other form of transport? 

A. I would contemplate that. 

4. Then I believe you also feel that not only "for- 


hire" transportation should be regulated, but also transport 


which #6 not For-nhire? 
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A. That is, the private truck, excluding the form 
vehicle. 

2. Excluding the farm vehicle’ 

Lie Aas  COTPSCG. 

Q. I suppose you advance that because of the sug- 
gestion or perhaps the probability that if transportation 
by private truck is regulated and "for-hire" trucking 
were regulated, it would not solve the problem as far as 
the railway is concerned? 

hy ney 28 (Correct. 


@) 


w @ 


And perhaps would lead to more private trucking? 

Ae thatois. eo. , ON chav, point. thav situation hos 
arisen today in the United States. As I think we 
mentioned this morning, the Interstate Commerce Commission 
COnUPOLS siMcerscove trucking Tor hire, Bub, in en crrort 
to eet around. that a situation has.arisen where cne 
common carrier for-hire trucker will lease his vehicle 
to an individual shipper and by so doing permit that 
shipper to move his goods to any point in the United 
States, regardless of the licence held by the man who 
leases the vehicle. If it is allowed to continue it 
would have the effect of entirely destroying the Inter- 
state Commerce Commission regulations as to hire transport. 
The Commission has undertaken an investigation on its own 
motion, which is underway at the moment in an effort to 
BUOD) 1s 

Q. I suppose,.Mr. Gaffney, you could tell uss. Has 
Che Trepud Scion So farncvadonted yoy tne, &.C..Cu been, of much 
assistance as far as the railway is concerned? -Is it not 
still as great a problem today, that is competition be- 
tween trucking, as it was before? 

A. We feel thet 1s so and that there was a defect 


in the original legislation of 1935, which the Government 
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attempted to correct in a later Act of 1940, but in 
the meantime the damage had been done. 

Oo, Ana © suppose it is 2 fair statement to say 
that there would be tremendous difficulty involved in 
regulating privete trucking? 

A. I see no greater difficulty there than with 
tne. commercial ‘veniole: 

\, Of course 1G would not involve rate regulation, 
would it, because they are not for hire? 

fe NO 

9. So would it involve allocating it to distances? 

A. We have made no definite recommendations on 
this point. We are content to leave the determination 
of that to the body that we ask to be appointed to con- 
sider the whole national transportation DiCourey, end We 
are quite content to leave with them what is the place 
of each i1.dividual method of transport. 


THE CHAIRMAN: Pardon me, would you go so 


far, then,,.as to say that the owners of these vehicles 
should pay their proportion of costs towards the up- 
keep of the highways? 

A. Yes. 
9. You would go at Jeast that far? 


7 


; A. Yes, my lord, and a step further, that they 
should be regulated to proper public convenience and 
necessity in the operation of their vehicles. 

MB, COVERT: @. You say that the one aim in 
so far as the regulation of private transport is con- 
cerned is that they pay their share? 

Aine SEN@CALS: COPrecn. . 
Q. The other is that they also have to show public 


necessity and convenience? 


A. That is correct. 
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Edt eel gear public necessity and convenience in 
the case of the private trucker would be considerably 
different than in the case of a "for-hire" trucker? 

Aye wousa noe think So, ) would nov think so: at : 
all. It seems to me that the private trucker would have 
to show there was a public need for him operating his own 
trucks, in other words, that the existing, transportation 
facilities were inadequate to take care of his business. 

Q. Even though perhaps it was cheaper for him? 

Aw (lethink: that would have to. be determined on 
something more than an individual cost basis. 

Y. I sees you would have to take into account some- 
thing else than paying his share, would you? 

AY Yes, 1 think you would have to take into 
account his position in the whole transportation fabric. 

Op Ginens for onsvsnce, even, (say, the ‘efter ion 
railways? 

A. On railways; on other truckers, most decidedly; 
on steamship lines, whatever it may be. 

QO. Could it. not be ~said' that that was a little 
attempt to stop, progress? 

A eon ee erik BO ob el Sarre LT Ore GO. make 
progress. 

THE CHAIRMAN: To stop what? 

MR: COVERT: To make progress. 

THEaWITNESS: “1 think 10. i18).an attempt. co 
make progress, to put your transport on such a sound 
basis that you had allocated to each facility that portion 
of the transport that it is most capable of handling. 

MR. COVERT: Q. There are no countries that 
have arrived at a successful control of private trucking, 


are there, Mr. Gaffney, do you know? 


A. Ido not know about successful, Mr. Covert. 
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There are countries that have arrived at regulation of 
private trucking. South Africa is one; the States of 
New South Wales and Tasmania in Australia are others. 

Q. In all those places the railroads themselves are 
owned by the State, is that not correct? 

A. They are in South Africa; I believe they are in 
New South Wales, I am not too sure about Tasmania, whether 
they are State owned. 

Q. I suggest to you that they are not entirely 
happy about the regulations which they have made. 

A. Who are not entirely happy? 

Q. For instance, I believe in the two States in 
Australia. 

A. Who is not happy in the states? 

Vel he state. ateclt? 

A. ine state itself, “I beg your pardon. “I would 
not comment on that, I do not know, to be quite frank. 
My general impression is that they do not feel they have 
found @ complete solution. 

THE CHAIRMAN: You would go so far as to say 
that the regulations made in certain cases prohibit a 
£3.2M fron trucking its Own goods? 

A. That might be possible, sir. 

Q. Do you think it might be possible in Canada? 

A. I think it would be possible if, as a corollary 
to a national transportation policy, it proves to be in 
the interests of the country. For instance, to maintain 
a rail line into a certain area, then it seems to me that 
competing forms of transport, whether they be commercial 
Or private, should have some condition attached to their 
operation that does protect the rail line if it is con- 
Sidered to be necessary in that area. 


MR. COVERT: Now, Mr. Gaffney, would you turn to 
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page Sn yofszyour brief in the penultimate paragraph where 
you deal with the passenger earnings of the railways. 

I want to know first if you were recommending thet eny- 
thing should be done about the use of buses, and so on? 

A. They would come under the general recommendation 
of the control of interprovincial and international high- 
way transport. 

Q. And most of the bus lines, I understand, are 
regulatedjonm the basis. of; public, necessity. and convenience 
insthis country? 

A. That is true. 

Q. And I just want. to draw your attention to the 
exhibit dealing with that. ds think it. 1s. .-- 

yan dlon +5. 

ONO a Ducts Exh bau del. » Now,4.ly suppose, ios. fair 
to say that the peak during wartime would be tremendously 
abnormal? 


A. The peaks? 


D 


The peak. 


A. In railways? 


WH 


Yes, 0: fer (se. wassengers are concerned . 

A. Oh «swe sthink so; 

Q. And the graph showing the present trend, I 
suppose, really indicates that you are getting back to 
normal? 

A. MitidG2znot iknow. Do you°mean this projected line 
from 1900? 

Qa, Nopsenotithe projected line. 

A. The curve of the railway revenue? 

) pAacVvess 

As, Thaturs correct. 


Q. .I was wondering whether it would be fair to 


say that the sum of the revenue from the bus earnings, 
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plus the gross passenger earnings, which are 83,000,000 
plus about 43,000,000 I think, is it not, which would be 
about 126,000,000, the combination of the two would perhaps 
indicate about what the level would be that the railweys 
would arrive at if it were not for the buses. 

A. No, I don't think that would be quite fair 
because I think that the bus has developed its own PIehs 
and a good deal of its own travelling. 

4. So then if the bus had not come into existence, 
perhaps your rail earnings, passenger earnings, would not 
be anything like the combination of the two? 

A. That might well be. We feel that some of the 
revenue, the gross revenue, of the buses is revenue that 
would accrue to the railway had the bus not been there, 
to be quite Rone he I think a good deal of the passenger 
revenues of the bus stem from conditions and circumstances 
made possible by the bus, frequency of service end that 
sort of thing that the railway could not possibly give. 

THE CHAIRMAN: Pardon me~.I suppose that it 
is only for the transport of goods that you would compel 
people to use the railways? 

A. We are mostly concerned with that. 

2. You would not compel a man to travel on the reil- 
way if he had a chance of travelling on a bus or in his 
own car? 

ie NOtvap ald J 

Q. You would not compel him. Would VOUNp PON ADI 
him from transporting his own goods? 

A. Yes, my lord, and there is a reason for that. 

In the passenger field we have no criticism of the rates 
on buses, as such, because they follow pretty much the 


Same trend as the railways. 


‘ e vi bata 0 
wy eh DIS reiting tN 


pee 


peer nats ONE shinebi biased thiser ‘ oe wk ‘ot ‘ica 


jp eke eae 


Paes 


i ae sean ’ bike a il oot “een vay att “yp tas 


; | Na 


feute, och Tord: sei oaanped 


Tn beaw & ne: 


’ 


a 


tap at pat be a iG ONE Eee, i 


7 b Ary Py | 7 vi 
Ss ott TG matottoee. of: ever ae oie th sieht a & 
; j t 


= vaud 


Vitae. 


Duel, BBM, 


Pt 


FTP >» g0e20 | - Mr. Gaffney 


Q. No, I was applying myself rather to the man 
transporting or travelling himself in his own car. 

A. We do not quarrel with that, sir, at all. 

Q. But you would not let him transport his goods 
tarhis ownp.car? 

Aum Nogamy lord, because in that field we feel that 
the regulations that have been placed on the railway demand 
that some consideration be given to the railway on the 
other end of the scale, and that is in the transport of 
goods. 

COMMISSIONER ANGUS: Your point, as I understand 
1G, 16 tnheteathere is.not.che. distinetionsebetween, one, group 
of passengers and another -- 

Aan No. 

Q. That there is between low value goods and high 
value goods? 

A, Beactly .n 6iPo 

MR. COVERT: Q. Now, Mr. Gaffney, would you 
turn to page 8, to the);middle of. the page, where you 
estimate that about 50 per cent of highway freight traffic 
in Canada is beyond the economy limits of truck haul. I 
wan to.ask vou. first if. that. is,to, be. calculated. on. the 
basis of the eraph,- Exhibit 6, in Exhibit .iel? 

A. What LS. corregt. 

Q. So that when you talk about it being beyond the 
economic limits of truck haul, you are saying that as 
compared with the rail? 

A, . With the rail cost: 

Q. And it does not indicate that the trucks cannot 
make a haul of greater distance than is indicated on the 
Exhibit 6 and still make money? 

A. sO no. ii shasemo welation. there at, all a.One we 


a matter of cost and the other is a matter of rates. 
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Q. Then in preparing this graph you have used 
a different basis for trucks and for railway operations. 
You take, I think, just the out-of-pocket costs for 
railways, and the treatment as far as trucks are con- 
cerned is considerably different. I think that is clearly 
Shown on page 9. 

& Ib*issexpLainedson page 9. 

QO. tYouvenave [excludedyreturn.on investment....1 don't 
think you have taken that into. account in.either one. 

Ae tWe Mave takenwinterest inpin.the case ofthe 
Truck: 

One Wes auhecsisvecerreet, and. then.fixed charges, 
depreciation and general overhead expenses. You have 
excluded those in thei case of, the, railways, and. yet you 
havet depreciavion,vinterest and general overheads in 
in the casenor trucks. 

Asn date isecorrece.. 

2.7. So TI suppose that if the graph was prepared on 
the same basis it would present quite a different picture. 

Aas Vo Verywielignvins different picture. ‘The matter 
Of interest iwould beywery slight. indeed in the case of 


truck operations. Depreciation would be something more 


QO. “Misssleeesc: to you, in rect I say to you, chat 
were those items excluded, the incidence of those curves 
would not be greatly different to what is shown on 
Exhibit Gx 
COMMISSIONER INNIS: There is no problem of 
out-of-pocket costs so far as the trucks are concerned? 
Ae ot AN Oss 


Q. You would be sure about it? 


A. Well, we take the whole truck cost as substantial 
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out-of-pocket cost. 

Q. That is from your standpoint? 

Ae Yes. 

2. But from the standpoint of the ieee te et not 
in exactly the same position, that is to say, whether it 
will carry traffic to cover its out-of-pocket expenses? 

ae ye think the point, sir, wwhat “Tam trying to say, 
is that the addition of a very small amount of out-of- 
pocket to the truck means an increase of Capital exnendi- 
ture in the form of a new truck. Therefore we think that 
the flexibility is so narrow that it is proper to charge 
interest and depreciation on a capital commitment. It 
is debatable, it is quite debatable, to be honest with 
you, to present it fairly. We have tried to put in here 
exactly what we have done. 

MR. COVERT: Q. Did you attempt to prepare a 
chart on the other basis so that it would be an CxaCy 
account? 

A. No, because we consider this is Sunt eetent iy 
exact as to be comparable. 

QO. inhen) Mr. Gatiney, to do this; as you have 
pointed out, I think, you take the system average of the 
CON... AOtyvou Mot? 

Ae Neo 
%. That-is the -- 

A That was the criteria. 

Ae AY oo. 

A. In that respect it was to od Wonk as a matter 
of fact, but I don't believe that the system averages of 
the Canadian National and the Canadian PSOE. DUS GO= 
gether for these items of cost, would vary a great deal. 
We thought ours were fairly representative. 


COMMISSIONER ANGUS: Q. Mr. Gaffney, is the 
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basic contention really that the shippers of low value 
commodities, bulk commodities, have a vested interest 


in securing assistance from the shippers of high value 


commodities in the future as they have done in the past 
through the railways? 

A. That is not particularly our contention, sir, 
but we are facing the fact that that contention seems to 
peerettecced, in lecisilagion. 

THE CHAIRMAN: What else can it be? You see, 
YOU are gOing very far. ‘You are not only saying now. what 
people should not do (the Commandments are in the 
negative -- "Thou shalt not") but you are saying in 
effect to this private manufacturer or business man, 
"Thou shalt ship thy goods by train and no other way", 
are you not? 

fa NeNere, Sir, Chat as quite correct... 

O.) sOoUeece the distinction, do you not? 

AS Yes, OuL Che reason) we are saying that is that 
ao One "end of the seale we are told we must do certain 
things, and we say that if that is to continue then at 
the other end of the scale somebody else must be told 
that. they have to do certain things. if you accépt the 
concept of a railway as being necessary. 

COMMISSIONER ANGUS: But what advantage, if any, 
does the shipper of high cost goods get from being told 
that he must not have his own fleet of trucks and move his 
own goods, and if he is 4 shipper, then moving them by 
roaih, that ne muse incur the nieher cost of moving oy 
rank? 

A. JI think, sir, that is reflected in, the whole, 
taking Canada as one unit, that in the broad picture he 


must receive some benefit. I can only assume that our 
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legislature ‘thas talked to the railways and said, "You 
must do certain things for the general interest of 
Canada", end if that is correct then that general interest 
must apply to the shipper of high grade commodities es 
well as to the shipper of low grade commodities. 

Q. Let us put it differently. Why should shippers 
of that sort be compelled to patronize the railways, 
Ship by rail, and in that way keep the railways in funds, 
rather than the taxpayer at large be compelled to sub- 
Sidize the railways to keep them going? 

AS) W)hayerno,argumenti ion, thats point: 

Q. You have no preference there? 

A. Well, I would not say I have no preference, but 
the Association expresses no view on that point; but if 
the railways are considered to be necessary, I think that 
disability of handling low grade commodities has to be 
met in some way. We suggest that it be met in this way. 
You are suggesting that it might possibly be met by 
subsidy. 

Y. I am suggesting there is an alternative way of 
meeting it, if you show reasons for preparing alternative 
fakO- By 

A, My own personal view is that I am against sub- 
Sidies. I would. like.to,see railways in>arposition=to 
compete for traffic and stand on their own feet. 

THE CHAIRMAN: But then when you force people 
to use them, because that is what you are doing in the 
case of the private manufacturer, you are making him 
subsidize the railways. 

A. I don't think he is subsidizing the railways, 

i Ge 
Q. Isn't he, to the extent that he might, if he had 


his own vehicles, operate at cheaper rates? 
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fA. That is true, but the same man, Mr. Chairmen, 
may go to the railway and exact a very low rate for the 
movement of his base commodities such as coal or what- 
ever he uses in the manufacture of his product, and he 
gets it from the Board of Transport Commissioners. On 
the other hand, if he is not compelled to have it carried 
at a rate at which we could normally expect to move it, 
he goes to some other agency, either Truck Teamsters or 
tO someone else. 

Q. Does not the Board of Transport Commissioners 
take all the os rape into consideration in fixing 
rates? 

A. . The Transport Board? 

Q. Are not those arguments that should be addressed 
to them? 

Dot NG aes 

Q. When rates are being applied for and rates are 
asked, to; be. changed, ,and_80_0n? 

Ante Wi owOuUe de) erence. «= 

Y. Cannot the railways legitimately say, “Now, 
here we have competition that we did not have ten vears 
AGO. Our rates, must. £oly,Ub. 2 Cannot fheyido thet? 
Don't they do that? 

Aw. We can. and dovdo 20. On, the other hand... we. are 
met with the answer that the Board of Transport Com- 
missioners has no jurisdiction over the highway movement. 


9. Of course they have not, but 1t is part of the 


facts under which the railways come and say, ‘Je must 
have an increase in freight rates. Otherwise we cannot 
carry on on account of this competition". 

Aw Theta ts: CuULve Corvecc.. 

Q. They cannot stop the competition and they cannot 


regulate the competition, but it is there as one of the 
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factors that go to increase the necessity of the railways? 
A. That is correct. 
Q. Well, are not those things put before them? 


Ae i think they are, to the best .of my knowledge, 


but our position is that af este feel that we are not 
getting the type and quantity of relief that is necessary 
vor keep usiunctioning. 

2. Then if the contrary were done, if these com- 
petitors, whether they be public carriers or private 
people, were eliminated, then I suppose you would expect 
railway rates to go down. Would not the public then look 
at it this way and say, "You won't let us ship by truck, 
you won't let us ship our own goods. Therefore the rail- 
ways should lower their rates"? 

A. Well, Mr. Chairman, I don't know. 

%. <I mean, you would have that problem, surely. 

A. You may have that problem, but I don't know how 
that could arise. We are controlled by the Board of 
Transport Commissioners, and in theory at least, one of 
their functions, as I understand it, is to so control 
the rate structure of the railway, that there is not too 
great a return to the railway on the capital invested in 
the plant. I think: that is one of their funceions. , and 
at any time they can step in and demand that the railways 
reduce rates if they think they are making too much money. 
On the other hand, ite ae have these two groups of Uraraic, 
the low-rated and the high-rated, and the freight rate 
Structure, as fabricated, is intended to balance one with 
the other, I do not see how (to follow through on your 
question) if highway competition were eliminated, the public 
could expect the railway to lower the rate on the high rate 
traffic unless we raised it on the low rate traffic, because 


it would again destroy the balance. (Page 9210 follows) 
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Q@.- So long as you remain within the railway area, 
and say, "Because we have to carry these low valued 
commodities at a low rate, therefore we should have a 
higher rate for carrying the more valuable commodities" -- 
then of course the argument is simple, in a way, as I 
understand it. 

Wet, "Lem. 

Q@. When you say, "Don't only give us higher rates 
for carrying these more valuable commodities, but prevent 
competition or curtail competition in the carrying: Of 
them," then you go into another area, you see, 

Bey ea, my Lord; put if know of ee 

Q. Especially when you go so far as to say, ‘Prevent 
anybody carrying his own,” 

ie Well, my lord, 2 know of no other way that you can 
paticateee 

Q. I put the difficulty so you and I can discuss LG; 
Team not dismissing your--- 

A. No; I am trying to get clear in my mind Just what 
you mean by that, but the only way that I can see that you 
can maintain those high rates, sir, is to see that someone 
controls another method of carriage. If that other method 
of carriage -- in this case the truck -- is permitted to 
come in and siphon off the high rates, how are we going to 
Stay in balance? That is the problem I am struggling with. 

COMMISSIONER ANGUS: Q. Apart from the political 
difficulties of the two cases, would it be a simpler method 
if the Dominion Government Simply taxed all movement of 
high-class commodities and used the proceeds to subsidize 
the movement of all low-cost commodities, whoever moved 
them? They would in theory keep the high rates for the 


high-class commodities and the low rates for the low-class 
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commodities. The railways ante be getting the subsidy on 
the low-cost commodities, and trucks and railways paying 
the taxes on the high-cost commodities. Your system would 
be in balance, and there would be no need to consult the 
provinces. 

A. In theory, sir, that would be quite GOBrect 4 that 
would keep the balance. I am thinking of something that 
will maintain that balance between the low and high rated 


commodities. Your suggestion of a Subsidy -- which I take 


it to be -- that would do it, there is no doubt about 
that; mathematically it will work that way. 

COMMISSIONER INNIS: But you could not be bribed 
to take a subsidy. 

THE WITNESS: Don't press me too far, Dr. Innis. 

COMMISSIONER ANGUS: Q. You would consider that 
ajust system, a fair system to the shipper? 

A. The system that you mentioned? 

Q. » Yes. 

A. I would like to think about that. You are taking 
mMenwintcyanotber ficid, sir, “andsone that.T aminot too 
qualified to walk.around in. I am not sure that I would 
like to answer that question. 

Qe, Well vito ieo the same sore ot problem ss thatof 
permitting somebody to use his own truck to carry his own 
goods. | 

Nv JUG) 18 true, from the standpoint’ of cettine che 
money, I agree with you, but I have some theories on how 
we obtain our money, and a subsidy is one I must confess 
I do not vartviciiarily care for, 

Q@. YOuuare thinking woretne demoralizing effect on ithe 
railways? 

A. I would not comment on that. 


THE CHATRMAN? @. “Do you think, then, that the 
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railways are prepared to face the contention that would 
arise if manufacturers and other business firms were pro- 
hibited from having their own trucks and shipping their 
own goods? 

Bh. Bethink so,usin, 

MR O'DONNELL: If you got all the traffic you 
could afford to give a lower rate. 

THE CHAIRMAN: I beg your pardon? 

MR OF DONNELI¢ei EE) they got all the traffic, or 
had a. faim chance, of getting ell, the traffic.,..b would 
assume that the rates as a whole might be able to go down. 

THE: WELINESS3). That. isa. possibility; but I do not 
know that it would be any direct assurance of that, Mr. 
O'Donne lin 

THE CHAIRMAN: Do you think that if you eliminated 
all the private trucking in Canada the rates would go down 
anywhere? 

MR O'DONNELL: Well, I don't know. 

MR FRAWLEY: It is'.dn- the. record now, what Mr. 

oO) Donnell salary am woingitollookvup bhe pace, 

MR O'DONNELL: I was merely asking a question, 
Mr, Frawley. 

THE CHAIRMAN: Well, we must face these diffi- 
culties as you bring them out. It is one thing to talk 
to publici carriers, those: who are:paid by others for doing 
their driving and charging rates, but then it seems to me 
it is: quite:a different thing to talk to the individual 
and say, "You must not drive your own truck.” 

THE WITNESS: I realize that there is a natural-- 

THE CHAIRMAN: "You must hand over your goods to a 
railway." 

THE! WETNESS:: Quite’, sir; I realize that there is 


a natural reaction. 
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THE CHAIRMAN: That is quite an srunene step to ask. 
THE WITNESS: Yes, but let me make this »voint 
clear, I am not suggesting, sir, that they have to hand 
over their goods to a railway. 
THE CHAIRMAN: Q. What else, then? 

A. Well, you would have the commercial operator, 
that is, the for-hire operator, operating in his svhere, 
under control, under regulation. 

On» +ou. mean, the truck? 

A. The truck; and the private man, the private 
trucker, would operate in the same sphere; he would be per- 
mitted to operate in the same sphere, sir. 

Q. What sphere? 

A. Whatever is considered to be economic, in the 
general interest of Canada. 

@. You mean sphere, talking of a region of the country 
Oor--- 

A ODEs wus tance. Iwneavevyer itumight be, si7, 

Q. So that you would limit the private truck, then, 
to operating within a certain distance of the plant? 

fi. s0uite: guite my Lord, 

Q. You would not suppress it altogether? 

A. | Oh,enot. at all:;, there is no suggestion of that. 

Q. Well, I am glad you. brought that out, you see. 

A. Iam sorry if I was confusing in what I said. 

Q. .How far would you allow the private truck to go, 
do you think? 

Mtn We are: quite frank in saying, my lord, that we do 
not know, nor do we know how far the commercial trucker 
should be permitted to operate, and we are content to leave 
that to the tribunal that we recommend here be established 
to go into all of those questions. 


Q. So that this compensation on the high-valued goods 
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for the cheap carriage of the low-valued goods would only 
Start to operate after a certain distance? 

A. Quite so, my lord; because up to that distance it 
can be demonstrated quite conclusively that the truck is a 
more ‘. economical carrier, and I think the railway should 
be out of that traffic and the truck into at; 

SOR Tha tis, about fifty miles? 

A. Oh, I think it is much more than that, sir. Our 
exhibit here indicates that on a cost basis alone the 
economical truck operation is that of a 1avEUn truck 
operating about 97 miles. Now, there may be and there prob- 
ably are -- in fact, there undoubtedly are -- conditions 
inherent in truck operation which would permit us to go be- 
yond that. That is where it serves a need, a réal need. 1 
I do not think cost alone should be the sole criterion. 

Q. Then would you limit the distance to be allotted 
to the public truck operating (for hire to the same dis- 
tance as that allotted to the man using his own truck? 

A. I think they would be practically the same, Sir, if 
not entirely the same. 

Q. Add wight, then: 

MR COVERT: Q. Then TI take it, Mr. Gaffney, that 
you are not at all suggesting that the limit Should be the 
mileage as set out at the bottom of page 9? 

Mo NOpta ta all, «We merely use those as a comparison on 
a cost basis. 

Q. Then I suggest to you that they might be quite a 
bit greater? 

A. I would not answer that, when you say quite a bit. 
They might be some greater. 

Q. They might be some greater? 

As YeRy 


@. Then in the case of the private trucker, do you 
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think that that would really result? If you say that the 
private trucker is to be limited in the same manner, do you 
think that that would bring about any favourable results to 
the railways at all? 

fv Oh, very definitely. 

Q. Do you think that the private trucker, on the aver- 
age, exceeds those miles you set out there? 

A. Oh, it is very difficult to answer that, Mr. Covert. 
There are no statistics of private truck eperation. I can 
only give you opinion. On the average I would doubt it. In 
certain instances, yes; on the average I would have doubts 
about that. 

Q.- Now, Mr. Gaffney, the C.P.R. is a member of your 
Association? 

AG, GMCS. 

Q@. And I was wondering if you knew what distances, for 
instance,the trucks of Dench of Canada, which I understand 
ils owned by the C.P.R., what distances they travel? 

» DAO Nosh Gownotiadedol not imow enouchaboutiis. 

Q. Have you no idea? 

Ax Obey avers general tides .edl think. they operate in 
a general area between Calgary and Edmonton, but I would not 
want to go too deeply into that; that is something around 
2(O0 or 300°mi les. Jar believe; sbutywi,do not.know their operation 
intimately at alk; 

MR SINCLAIR: Based on the record in Alberta, when 
the Commission was in Alberta, that we had routes from 
Edmonton through to Cranbrook and Creston, British Columbia. 

MR PRAWLEY:, Don't» call, them routes; you just run 
because you want to run there, that is all. 

MR SINCLAIR: Scheduled operation. 

MR FRAWLEY: I certainly want to correct the wit- 


ness as to the distance between Calgary and Edmonton; that 
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is about 186 miles, not 270 miles. 

MR COVERT: There was an exhibit filed with the 
Commission, I think it was Exhibit 75, which was filed in 
Toronto, and, while I do not know whether the distances 
are accurate, Mr. Chairman, it indicated that some of the 
routes of Dench of Canada went as high as 438 miles, 254 
miles, and 179. I wanted to find out if the witness knew--- 

MR SINCLAIR: 350 Muses), approximately, Mr. Covert, 
from Edmonton to Cranbrook. 

MR COVERT: . What I wanted to find out was, 
would you suggest, Mr. Gaffney, that that was an uneconomical 
distance for these trucks to run? 

A. No, I would not, because there ig another set of 
circumstances there. I do not know how it applies in the 
case of the Canadian Pacific, because, as I Sard, 2 am’ not 
familiar with their operation, but this is a situation that 
can occur in a railway: It may be found that by the use of a 
highway service it is possible to discontinue a train ser- 
vice, and, while the operations of the highway SCrVice 2tsere 
may bevatia oes, the economy comes from the discontinued 
train service, so that if you take off a train between A and 
B and substitute a truck you would save a lot of money, even 
though the operations of the truck itself resulted in a loss. 

THE CHAIRMAN: @. Save money to whom? 

A. To the railway, sir. Now, what the situation is in 
the case of the Canadian Pacific, I frankly do not know. 

MR COVERT: Q. You do not know what kind of com- 
modities they carry? 

A. To the best of my knowledge they are general com- 
modities, but I really do not know. 

Q. Well, I don't want to get you in a field that you 
do not know. 


A. I do not know; I am not intimate with that. 
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Q. You do not know whether or not it was a paying 
operation? 

Awl Naverno idea, 

Q. Then I take it, Mr. Gaffney, there would be, as 
you suggested this morning -- I think it is an example we 
have heard a good many times here -- the moving of furni- 
ture -- I suppose there are other examples where perhaps 
trucks are more fitted for the Job than railways? 

A. I think you could find then, yes. 

Q. «And in certain things, for instance in a case like 
moving furniture, perhaps there would be practically no 
mileage limit? 

A. I think that is largely true in the case of furni- 
cure, 

Q. So the thing would depend on the facts of each 
case, and your suggestion is that that would be left to a 
body the type of which you Suggest? 

is MIQUE Cette cht), 

Q. Now, on page 10, I just wanted to find out how you 
arrived at that figure in the penultimate paragraph. You say: 

"In addition to losses of traffic to the truck it 
is estimated that at least 50 millions of net revenue is 
being lost annually by the railways as a direct result 
of reductions in freight rates to hold other competitive 

CrarrLearboGhecra tie 7!) 

I wondered how you had arrived at that figure of 50 millions? 

A. That is a figure calculated by the! freight: traffic 
departments of the railways as the difference between what 
you may term their normal rate and the competitive rate they 
put in to meet highway competition. 

Q. For what year was that calculation made? 

i.e. For the year 1948, 


Q. That was after a good many of the competitive rates 
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had been raised? 

A. After some eight or nine months; I think they were 
APPEL LSt. 

THE CHAIRMAN: Pardon me a moment. This year 
is divided into two periods,is it, before the rates were 
raised and after the rates were raised? 

MR COVERT: Yes, 

Q@. I just wondered if you thought it would be any- 
thing like that after the changes in competitive rates. 

Do you think it would be 50 million a year, annually, atten 
the changes were made? Do you know if the estimate was 
based on that? 

A. I don't know that I quite follow that. 

Q@. I understand that a good many of the competitive 
rates were taken out altogether, a good many were raised, 
and I just wanted to find out if that calculation of 50 
million -- you see, it Says "is being lost annually"; now, 
is that an annual loss based on the present conditions with 
the rates higher, competitive rates higher? 

A. It was based on 1948 conditions, and it would cer- 
Cainly fluctuate with the conditions that you nention 2 put 
I think it would fluctuate in a fairly narrow range, at the 
present level of traffic, which is also a consideration. 
If our traffic were to fall 50% that figure naturally would 
fall a great deal, but at the present level of traffic rates 
we estimate it to be 50 million, but it would certainly 
fluctuate with a change in competitive rates and a change in 
volume of traffic. 

THE CHAIRMAN: Q. You Say at the present level of 
rates? 

A. And traffic, sir. 

Q. You put 50 million down as the figure? 
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THE CHAIRMAN: That answers your question? 

MR COVERT: Yes, except that I just wanted to 
find--- 

THE CHAIRMAN: But even with the increases -- you 
Say the present level of rates. 

MR COVERT: I wondered how he had arrived at that, 
in view of the fact that the increase did not come in opr 
the changes in competitive rates were not in effect for the 
whole of 1948, I just wondered if the 50 million was an 
accurate figure, for instance, say for 1949, 

THE WITNESS: Oh, well, it suffers from the digs- 
ability that all estimates suffer from; it is by no means 
accurate. It has no mathematical accuracy, if that is what 
you mean, Mr. Covert. 

MR COVERT: Q. Do you know what the calculations 
were before the increase in competitive rates? 

A. The last figure I saw I think was the year 1939, 
and at that time the estimate was around 30 midiions, == thar 
is my recollection of it -- but that was at a traffic level 
Substantially below what it is today. 

Q. Thenwuld you turn to page 11, Mr. Gaffney, and at 
the very top of the page you say: 

"Admittedly in the short haul field the truck is 

Superior in cost and service. In the long haul field, 

however, both cost and service favor the railway , : 
I just wondered if in referring to the short haul field you 
were referring to the same figure that you used at the 
bottom of page 9, that is, the economical LiIMvess "rs iChat 
your idea of the short haul? 

A. On the basis of cost, yes. 

Q. The type of short haul that you refer to there is 
within those distances, you say? 


he -O t ? 
na cost basis, yes (Page 9265 follows) 
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Q. At the bottom of page 12 you refer to the 
three cents a ton mile to the truckers, at the bottom 
of the last paragraph on page 12? 

A, Wes, 

Q. I just wondered where you have got that 
figure? 

A. Well that figure, I believe, is developed in 
here based on cost studies made in Canada and the United 
States, in Canada particularly the one made by the 
Chevrier Commission in Ontario, 

Q. And they srrived set a cost of what? 

A. $4.08 a ton mile and that was in the year 1938 
and since that time, of course, costs have substantially 
increased, Yes, that is developed on page 7, Mr. Covert. 

Q. Then you say on page 7 where you point out the 
Chevrier Commission's finding, you say: "This means that 
by and lerge, the traffic diverted from the railway to 
the truck is that above 3¢." 

Aan) LCS: 

Q. And you say that it is probably a great deal 

Commission 
“higher today but you say the Chevrier/found it $4.08 and 
it is probably higher today, so you used the figure 4¢ 
per mile in arriving at that 212 million figure which you 
used on page 207 

A. Well, perhaps a word of explanation is due there. 
The $4.08 that wag arrived at by the Chevrier Commission 
wes a combination of two factors. They set up an expense 
of terminal movement end an expense of line movement, and 
I believe (and I sm speaking from memory now) that that 
$4.08 was for a 100 mile haul, and that roughly a¢ of At 
was terminal costs. Now if you extend that haul to 200 
miles the 2¢ terminal cost is diluted more as you go out, 


so that et .200 miles you might have a terminal cost of 
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2¢.fhat $4.08 was on that basis. 

Q. Now, would you turn to page 13. At the 
very top of the page you say: 

"Tt is clear therefore that while in general 

it costs four to five times as much to move 

treffic by truck as it does by rail, the 

basis 

fact that competition on a rate/is possible 

in the long haul field is due entirely to 

the nature of the railway rate structure." 

I just wanted to find out first how you arrived 
at the "four to five times"? 

A. Well, 1t is a multiplication of ‘the $1.02 a 
ton mile by four which gives you somewhere around 4¢ and 
5¢ a ton mile, 

Q. I wented to ask if you thought the result of 
that Sai orithmetical calculation, if that resulted 
in this being a fairly accurate statement? Does that 
$1.02 include a11 your traffic? 

a hee 

Q. No matter what the distance? 

A. That is correct. 

Q. And you ere comparing that, for instance - 
that, I suppose, includes grain and everything? 

Rev tes 

Q. I was wondering if it was a fair comparison 
to compare that with the movement by truck. You say 
"While in general it costs four to five times es much to 
move traffic by truck as it does by rail - ". I wondered 
if you thought that a fair statement? 

A. I think it is a fair statement. 

Q. Does it reslly get you anywhere? Shouldn't 


you be compering for the same distances and I suggest this 


does not .take into account the same distances at 311? 
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A. No, the average haul on the railway is 
greater than the average haul on the highway. That is 
perfectly true but in the case of the highway cost the 
terminal cost is ae much smaller percentage of total cost 
than is the case of the railwey. 

®. I just wanted to develop whether you thought 
that that statement really meant anything when you said 
LEVCOStats .. four or five times as much to move traffic 
by truck as it does by rail? 

A. I think it means a very great deal. 

Q. For instance, when you say that that applied, 
that it cost four or five times to move by ‘truck as it 
did by rail, would that be for a distance of 100 miles or 
200 miles? 

A, Oh no, we are talking about average traffic 
in both cases. 

Q. Then I just want to take you, Mr. Gaffney, 
just to the conclusion which you arrived at when you say: 
"the fact that competition on a rate basis is possible in 
the long haul field is due entirely to the nature of the 
railway rate structure" ? 

A... Yes5, you, Will notice I say “in the long haul 
field". In that field you get out where costs can be 
compared to a point where we are much more economic as 
a carrier than highway transport and our point is that that 
being so, the thing that comes to your mind is that if 
you can do something for one cent which costs the other 
man 3¢ or 4¢ how does he take it from you and our answer 
is he takes it on account of the rate basis of the railway. 

Q. Because the commodity and so on enters into it? 

A. Well, the truck handles very little of the 
basic commodities. 


Qe That you must take into account too, 
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that you not only haul long haul traffic but the basic 
commodities at lower rates? 

A. Mr. Covert, I think you are getting confused 
between rates and costs. It does not cost any more 
to haul a corlosd: of diamonds to use an absurdity, than 
it does a carload of cosl if they both weigh the same. 
One is rated at an absurd rate sand the other at a very 
low rate, It is costs we are talking of now - not rate 
We say that we have a cost factor of something around 

1.02¢a ton mile and the highway has 4¢ or 5¢ a ton mile. 
Now in the long haul field the truck still takes 
traffic from the railway but he takes it because our 
nov. because 
rate is higher our cost is higher. That is the 
point I am trying to make. 

Qf What I wes trying to find, MrivGetiney, -and 
I think perhaps you have clarified it, I just wanted 
to find out if you thought, if you had compared the 
two you are comparing the short haul in the case of the 
truck generally speaking, with a long haul in the case 
of the railway? 

A. Not at all. We have short haul traffic too 
ang long haul trerfric: 

Q. Your average would be much greater? 

A. The average haul on the railway is much 
greater than on the highway. 

Q. I will now take you to the bottom of page 13 
where you say: "the problem is to provide equalftty of 
opportunity as a result of which the economic fie ld 
of the competing forms of transport can be determimed' 
and I take it that your suggestion is regulation of 
trucking. That is your answer to the problem? 

Ae That. 28. 


Q. And it is the only solution you have to offer", 
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is it? 

A. Ob yes,, uiatuis. our pont, 

Q. And you go on to say "only then can each form 
of transport operate to its maximum efficiency in its 
own sphere"? 

Ries Less 

Q. And this "sphere" you are talking about is a 
distance sphere really? 

A. It must be, in the final analysis, yes. 

Q . And you saythat that must be determined by 3 
Board? 

A. Yes, that is our suggestion. 

@. And for all types of trucking except farming 
trucks? 

A. And for all types of transportsation. 

Q.- YOu include in thav ain? 

A. And railway and steamship, oh yes. 

THE CHAIRMAN: Would you just tell us in principle 
why do you exclude farm trucks? Is it because distances 
are short? 

A. The distances sre pretty short, sir, and the 
farmer simply moves his produce to market or his livestock 
to the packing plant or the stockyard md so on and it is 
traffic that the farmer is going to keep. He is going to 
handle it himself regardless of what you or anyone else does 
in the way of any other method of transportation, It is 
going to stay with him. 

Qe He is hard to subdue, 

COMMISSIONER INNIS: You don't thinh politically 
there will be any feeling sas far as the farmer is concerned? 

MR. COVERT: At the bottom of page 14, the last 


paragraph : 
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"This Association submits that the adoption 
of a sound national transportation policy is 
necessary to a solution. It further submits 
that an essential element of such a policy 
should be uniform control of all land 
transportation =)". 

Now that would mean uniform control of the railways 
and the trucks? 

A. The word "uniform" there, perhaps, is not as 
descriptive as it might be. I do not know just what the 
word is that I want at the moment. 

THE CHAIRMAN: Do you mean "central control"? 

A. Not necessarily central, sir, because we 
ose leaving intra provincial trucking in the 
hands of the provinces. Something along the line of 
"comparable control" ,whatever connotation that has. The 
word "uniform" there is not well chosen. 

MR. COVERT: It has bean submitted to the 
Commission that they should be the same. For instance, 
two associstions appeared before us and said that the 
Railway Act was perfectly satisfactory and in effect 
the same principle should apply to trucking. I wonder 
if your Association had the same idea? 


A. I do not believe that that would be workable 


Q. Now, Mr,.Chairman, I did not intend to deal 
with that last phase of the brief dealing with the 
ellocation) of costs, 

THE CHAIRMAN: You are talking of what begins on 
pege 15? 

MR. COVERT: No, I thought that your lordship had 
pretty well cleared that up this morning. I think he 


dealt with his submission as to how it should be done. 
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THE CHAIRMAN: You are coming down to page 27 now? 

Mine OV) ELeaat | ANO On. pare l%, ot, thought 1 
would not bother asking any questions about that except 
to deal with the very last page of the brief. I did 
perhaps want to point out thet I think the Duff Commission, 
as your lordship may remember, did make a recommendation 
about the share of costs. I thought it would be advisable 
to point thet out. I forget the number of the paragraph; 
I have in mind it was 127 or something like that. 

THE CHAIRMAN: Do you remember the substance of it? 

MR. COVERT: Yes, I think they suggested two-thirds. 
Yes" = 10/, 

") fair proportion would, in our opinion, be 

equivalent to two-thirds of the total cost in 

respect of highways in the urban sreas, whereas 

in undevelopeddistricts the proportion should be 

increased", 

THE CHAIRMAN: ‘Two-thirds of those owning trucks 
for hires 

MR. HUME: All traffic, private cars and private 
trucks. 

MR. COVERT: They went on to say: 

"Ags to the distribution over the various classes 

of vehicles, it is suggested that the scale of 

taxation should be so adjusted as to fall heavier 

upon the long distance hauler". 

THE CHAIRMAN: That was back in 1932? 

MRy. COVERT: That Js right. 

THE CHAIRMAN: There probably would be a great 
change both in volume and rate and so on? 

MR, COVERT: Yes. I just did want to be clear on 
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"This Association accordingly urges that your 
Commission should recommend that an exhaustive 
study of highway costs and their allocation 

among motor vehicles be undertaken to determine 

the fair and reasonable proportion that should 

be borne by the various classes of such. | 

highwoy users". 

I thought, Mr. Chairman, I would just like to know 
who should make that study and recommend that an exhaustive 
study be made? 

A. By the provinces. 

Q. I did want to be clear that you did not suggest 
that the Dominion should do it? 

A. Not av all, 

Q. I wanted to ask too, in dealing with the last 
peragraph of the brief, you say: 

"The Association has no doubt that sa continuance 

of the present situation may well lead to a 

breakdown of the entire transportation system 

in, Canada’, 

I want perhaps, Mr. Gaffney, to know if you can 
indicate why, if the trucking situation is so serious and 
has been apparently serious since 1931 and 32, why the 
railways had not gone more extensively into trucking? 

A. Well, I am afraid you have missed the point, 
Mr. Covert, of what I have been saying. What I have been 
trying to convey to the Commission is that railway 
transportation is cheaper than truck transportation and 
there is mo point in the railway going into truck 
eee octet ise holus bolus because 211 it means is that 
it would cost us 3, 4 or 5 times as much to perform 
the service. Now we feel that there is a field for 
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certain instances but to embark on it willy nilly, 
certainly not. 

ie J wes not Suggesting willy nilly at SRD 
Gaffney. It did occur to me if you arrived at that 
conclusion you must in the final event be saying that 
this country must stop to a large extent the use of 
trucks. Do you go that far? 

Ai Not toa large extent, no. I don't go that 
tara t all... rT am merely saying that we are asking 
for the determination of the field in which the truck 
can operate most economically and that it be confined 
LO thet field. 

Q. Does that involve or do you suggest that that 
does not involve a lesser use of trucks? 

Ay LORS yas, 

Q@. A substantially lesser use? 

A. I would not say a substantially lesser use, no. 

Q. Well, if it did not involve a substantially 
lesser use of trucks, do you think that this does much 
to assist the railway problem? 

A. Yes, in view of the tremendous amount of money 
involved which we estimate at $212 million. Now if 
regulation which we are discussing here, had the effect 
of returning even half of that to the railway the amount 
of net involved in that, $106 million, would be very 
Substantial, probably as high as $70 or $80 million, and 
divided among the railways it really means something in 
Our operating revenue. In fact in the case of the 
Canadian National I suggest that it would probably be 
sufficient to cover our fixed charges. 

MR. FRAWLEY: You have another way of getting rid of 
that; just scale them down. 

MR. COVERT: Now, Mr. Gaffney, has your Association 


given consideration to the possibility of co-ordination of 
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the two mediums of transportation perhaps, under the 
railway whereby, for instance, you might make arrangements 
in certain circumstances and substitute trucks or 

buses, 

A. Well, that 15 something the Association as 
Such would not deal with Mr. Covert. it is up to the 
individual railways. 

Q@. Do you know whether the railways have considered 
that matter? 

A. Well I can speak for the Canadien National ana 
Say certainly. I have made a number of studies for our 
management, to indicate whether it would psy us to abandon 
steam rail service on some lines and substitute highway 
Services 

Q. Have you come to any conclusion on that? 

A. You cannot generalize. You will find in one 
case it does pay and in others it does not. 

Q. Have there been cases you have submitted to the 
railway where it would not pay? 

A. Yes, we have two before the Board of Transport 
Commissioners in the Maritime Provinces, One is New- 
castle to Logieville and Campbellton to Dalhousie and we 
had hearings before the Board this past summer. Our 
proposal was I think substantially the seme in each case, 
to discontinue a passenger train and to substitute 3 
service which we propose to make by contract with 2 bus 
operator in the territory. We have not yet had a decision 
from the Board in that case. 

THE CHAIRMAN: Does that apply only to passenger 
service? 

In those two instances, yes, but also express 
and mail. We have one case where we did put in highway 


Service some years ago between Port Arthur, Geraldton and 
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Longlac. We operate today a trucking service in there: 
and a bus service and that highway operation permitted 
us to discontinue, I believe it was, a mixed train and 
a way freight and the saving made it very attractive. 
We have bean operating that - I do not recall the year 
but it is some years, ten, twelve, or fifteen. 

MR. COVERT: Can you tell the Commission are they 
making studies like this pretty well all over the 
country? 

.. We are, I don't know about the other railways. 

Q. Now, were there many recommendations of this 
nature made by you to the railways? 

A. I would say that in the past five years there 
have been three major ones that I recall and four or 
five of a minor character but it is constantly under 
study. 

CROSS -EXAMINATION BY MR. HUME 

Q. Mr. Gaffney, before I deal with one or two 
points in your brief, I wanted to see if I understood it 
correctly by asking you whether or not your Association 
had approached what you call "the problem" from the stand- 
point of the buying public, the man who is buying transport, 
his viewpoint? 

Ae Well, his viewpoint is a consideration in a 
national policy, of course, but we approached the problem 
primerily from the standpoint of the transportation 
operators. 

Q@. You mean the steam railways? 

A. The steam railways end the truckers, 

Q. And in preparing this brief, I am not particularly 


interested as to the personnel of your committee, but I 


wanted to know if by any chance there was anybody on that 
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Committee who was connected with any of the trucking 
operations of your members, somebody experienced in the 
trucking industry? 

A. I don't know how to answer that. There are 
two members of the Committee connected with our Express 
Department who operate very substantial truck service 
probably included, but I cannot say what their knowledge 
of truck operation is. 

Q. Then, can you tell me perhaps among the members 
of your Association how many trucks they operate in 
over-the-highway movement? 

Ae No, I can't answer that; I don't know, 

Q@. I would like to get your opinion on this but 
before I ask you a question or two on the brief on the 
regulations that you speak of, that ere in existence, 
in connection with the steam railways, do these precede 
the adaptation of an internal combustion engine to a 
truck? 

1. To a large extent I think there have been 
modifications since that time. 

THE CHAIRMAN: On that other question of yours, do 
I understand that the trucking bodies that form part of your 
Association are trucks owned by the railways only? 

MR. HUME: My question was only to find out whether 
first of all, Mr. Chairman, to find out whether’ on this 
committee there was anyone in the..reailways who was respon- 
Sible for their trucking operations. 

THE CHAIRMAN: That is, the railways trucking 
operations? 

MR. HUME: Yes, but I was referring to over-the- 
highwey movement, 

THE CHAIRMAN: Yes, of the railways? 


MR. HUME: That is correct, yes. You have not any 
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members of your Association that are not steam railway? 

A. Not that I am aware of, 

Q. You have some electric railways? 

A. I am not sure of that. Mr. Brass could 
tell you that. 

Of Le that point “cleared up; Mr. Chairman? 

THE CHAIRMAN: Yes, it is. 

MR. HUME: I was talking about the regulations. 
You have confirmed what I believed, that most of these 
substantial regulations — am speaking of were in existence 
say, prior to 1914 when the truck make its appearance? 

A. Yes, I think they largely came in with the 
Railway Act, I telieve 1904, somewhere in that area. 

Q@. And I suggest to you that the reasons for the 
enactment of those regulations were by reason of the fact 
that ths steam railways were the sellers of transportat- 
ion over any considerable distance in the country? 

A, Well, when you say "regulations" do you meen 
rate regulation? 

Ao “Tnaet too*,.- yest 

Q. Rate regulations certainly, and I think 
probably the others as well. Would not thet be o fair 
statement? 

A. There was, of course, some water competition? 

®, There was some water competition on goods 
‘but substantially the sellers of inland trensportation 
‘were the railways from say 1910? 

A, << think that is true’. 

Q. And the person who was buying that transportat- 
EON; be it person or goods, was forced to go to the 
‘railways of which there were e number in Canada? 

A. I suggest to you that he was glad to go to 


the railways of which there were a number in Canade. 
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Q. That might very well have been but we have 
somewhat of a change, have we not, Mr. Gaffney, with the 
invention of the internal combustion engine? 

A. Yes, that is what we are discussing here, 

Q@. And for the first time, the buyer of transportat- 
ion could provide his own transportation? 

Ay Not at all. in the old dsys he could do it (by 
team if he so desired and it was done by team. We had 
express service over the highways long before the motor 
vehicles, 

Q. But not for any distance, surely? 

A. I don't know sir. We hsd the Wejils Fargo 
Express operating almost half the width of the United 
States. That is one example. 

Q. Yes, you could carry some limited goods on 
horseback or in a cart, but I am speaking in terms of 
recent development of the truck where a man could purchase 
his own substantial form of transportation and move 
goods for fairly long distances? 

A. That is a fairly recent development, yes. 

Q. And with the development of the motor vehicle 
end its adaptation to the movement of freight, the public 
could go out and buy their own form of transportation and 
if they wanted to they need never go near whet was known 
as the "Established form"? 

A. In certain instances, yes - only in certain 
instances, | 

Q. Well I am suggesting thet because it is my 
understanding, and you will correct me in that if =~ am 


wrong, that storage was a factor in business methods? 
A. I think that is quite: true. 

Q. In other words, the merchant for the first 

ve sagt ares cars 


time could cerry a very low income inventory as compared 


to the old days when if he was ‘buying, he had to buy by 
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carload lots? 

Nar Leo, 2 VAInk. Tneu. Le Crue. 

Q. Would you agree with me that by buying without 
@ large inventory he could do it by this other form of 
transportation? 

| A. I think that is true. 

Q. And he saved himself certain money in connection 
with credit - correct? 

Ae ooo 28 2 POssupeLicy . 

Q. Now then, he could also disperse his manufacturing 
processes for the first time? 

A. I suggest that is quite incorrect when you say 


“Ror the Pirst time. There was never 3 time when he 


could not disperse the manufacturing processes. I suggest 
it was facilitated by the advent of the truck bu t not 
TRL Lae . 

Q. Are you suggesting seriously that the situation 
that I think you are probably aware of in connection with 
he General Motors where part of their assembly line is 
in St. Catharines and the rest in Oshawa, do you think 
it would have been possible to have that situation without 
the truck? 

A. Of. course 10 would -. quite possible by rail, 

Q. Well why sren't the goods from the McKinnon 
Industries in St. Catharines being shipped by rail to 
Oshawa? 

A. I think the rate is the answer to that, 

Q. Do you know what the rate is? 

A. No, I don't - the specific rate. 

Q. Have you any wey of finding out for me what the 
comparative rate is on the rail shipment? 
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Q. Because my instruction or understanding of the 
matter is thet it wes attempted by rail but it tied up 
the assembly line process in Oshawa and they had to go 
back to their trucks? 

hy Thorough delays? 

Q@. That partly, and the fact that cars could not 
be just there when they were needed and so-on. I don't 
think there was any criticism of the railroad but just 
by reason of the mechsnics of it it would not work 
except by truck. 

A. Do you wish the rate on these products? We 
wile Dee Modiebo -eet- it. for, you. df that ds.of .eny.value, 

Q@. You suggested the rate was an angle and I 
am suggesting there was no angle and if it is possible 
to find out, and then if I am wrong I would like to know 
because I think it ought to be entered on the record? 

A. We will make a note to get the rate. 

Q@. It is true that if rate was the answer you 
could put in a competitive rate on that movement? 

Be Wevicoulde 

Qi,reves. 

A, Oh yes. 

Q. So that the rate is not altogether the answer 
as to the movement? 

A. PYobably not; I suggested to you that rate 
was pert of the answer. 

Q. Now you will agree with me that the motor 
truck has made possiblé. a different type of manufacture 
where parts are Manufactured in different parts of the 
country and assembled in one centrel point for assembly? 

Ato leothinkethet das. true, 

Q. And thet has bean speeded up by the advent of 


the motor vehicle? 
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A. I think generally that would be true. 

Q. Then, will you sgree with me that sometimes 
ee ae buyer of transportation is concerned that he 
could use less crating and packaging in connection with 
his shipment? 

A. JI think thet is true. 

Q. And that the manufacturer of a given article 
is saving the cost of crating and packingand is therefore 
being able to cut his manufactured cost and is being 
able to sell his product at a little less money? 

A. That I would not agree with. I will egree 
with the first part that he has cut his manufacturing 
costs but I have serious doubts that that saving is passed 
on to the public. 

Q. But in any event there is a saving? 

A. Oh, somewhere. 

Q. And if it is to the manufacturer he is the 
one that is buying the transportation? 

Swethatveads right. 

Q. And if he could save money by saving crating, 
he is going to buy transportation that will save him that 
money? 

A. Not in all cases. There are other things 
entering into it than saving money. I would suggest he 
does it in a good many cases but not in all cases, 

Q. if that saving is not passed on and the manu- 
haeecuurer is keeping 1c, probably ‘then that 1s one reason 
why he is buying a form of transportation where he does not 
have to do thet crating? 

A, I think the answer is that the railways will 
continue to get great quantities of this traffic you 
speak of and if your submission be right we would not have 


them,but we do have them, 
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Q. Then isn't it true that the public who are 
buying this transportation by truck can generally get 
speedier transit than by rail? 

A. I do not egree with that statement at sll when 
you add the word "generally". I would say in specific 
instances they could but generally, no. 

Q. Were you by any Benes here when a brief wes 
read from the Chamber of Commerce of the City of Quebec? 

A. I think I was here that day, 

Q. And do you recall at the end of that brief they 
said that because of the slowness of the rail service 
that over 75% of the wholesale merchants were turning 
to more expensive truck transportation? 

A. i recall the statement. I also recall there 
was nothing put in evidence to support it. 

Q. And do you recall that Mr. Poisson was called 
as a witness and was asked by me how long it took for their 
movement from the City of Toronto to Quebec City and that 
his answer was 12 to 14 days? 

A. I heard the statement and I might just as well 
clear that point now. The scheduled service of the railway 
between Quebec and Toronto - if 3 shipment was loaded in 
Quebec on a Monday, it would be in Montreal on Tuesday 
morning, leave Montreal Tuesday night and be in Toronto 
on Wednesday morning. Now I am not suggesting to you that 
every shipment gets that type of handling but that is the 
schedule of the railway and a very large percentage of the 
shipments certainly do get it. 

Q. Then why would the merchants there use this more 
expensive truck transportation? 

jes I do not know whether it is more expensive or not. 
I don't know what the era En eres Mr. Hume. 


Q. Then, will you agree on this point, that to the 
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buying public it cost much less? 

A. Lagree, yes. To the individual who buys 
a specific transportation service, yes, but to the 
people of Canada it costs much more and they are buy- 
ing trensportation. 

Q. Now you will perhaps agree with me that the 
people of Canada who sre buying transportation, ere using 
trucks more and more. Your table in your appendix 

Shows the tremendous increase in truck registration? 

A. That is true. 

Q. Amd it must be because the people in Canada 
wont to use these increasing number of trucks? 

A. I think so. 

Q. And in fact I think you told my friend, Mr. 
Covert, that in the United States where interstate 
transportation is regulated that the United States 
experience was that the businesses went out and leased 
these trucks in order to get around some phase of the 
regulation? 

A. ea. 

Q. In other words, will you agree with me that 
there is an increasing tendancy on the part of Canadians 
and Americans to turn to the use of trucks? 

A. There is an increasing volume of truck 
movement but I am not so sure that there is an increasing 
percentage of the total traffic moved in Cansda. 

Qe Well, there are more and more trucks carry- 
ing there? 

A. Oh yes, That is true, but there are more and more 
people and we sre doing more and more business and I am 
not sure without checking that that volume of truck 
trarfie is) inereasing. 


THE CHAIRMAN: What about the volume of railway 
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Craiiic? 

A. It has been increasing, sir, all through 
the war, as I think you ere well aware, and on a tonnage 
basis is holding up fairly well. I think it is now 7% 
below what it was in the war years, 

MR. HUME: Well, if that percentage is holding 
up, why do you conclude your statement by saying there 
is going to be an entire breakdown of the transportation 
system unless you control these trucks and so on? 

AY I would have to take you to the statement 
in the brief that the trucks had roughly 8% of the work 


end got twenty-three per cent of the revenue. 
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Ga Well, © would like to just discuss’ that point with 
Soo Mowe) LeMay. 1Urnene Birey of alio’ tf you will, Mr. 
Gaffney, to page 6, where I think these calculations start--- 

(ae Ai 

QQ. ' And referring to the middle of that first para- 
graph, you develop that in your estimate there are 489,000 
trucks? 

Ae SCS 

Q@. Excluding ambulances, hearses and various municipal 
vehicles? 

A rea. 

Q. Then I think in answer to a question from Dr. Angus 
on page 7 with regard to that table, you gave ton miles of 
work of 5,304,750,000 over the road by these 489,000 trucks? 

Re On nora all, NOt.abt all, 

Q. Well, what percentage; then? "SYou. do-not’show, you 
see, between your 489,000 figure, you do not show how many 


trucks you have figured are engaged in carrying this 8.254 


“ of the work? 


A. In calculating the over-the-road movement, as I 
had to explain this morning, we had to disregard those 
vehicles that range in load capacity from about a quarter 
ton to three tons. The remainder we considered to be over- 
the-road trucks, and we attempted to measure their movement. 
My recollection at the moment is that there are some 62,000 
vehicles included in that estimate. 

THE CHAIRMAN: Q. Included, doing what? 

A. Over-the-road trucking, sir, both commercial and 
private. 

Q. Only 62,000 out of 489, 9002 

WS yes sir, 

MR FRAWLEY: Q. You exclude the 3-ton trucks? 


Ay everyting Unto s°tons. 
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MR HUME: Q@. Are there not. a lot of 3-ton trucks 
in over-the-road movement by private owners? 

A. Well, we have had ae ton trucks included -- up to 
3 tons, Mr. Hume. 

Q. By your-referénee to the’ 3-ton truck; do you"mean 
that that is the capacity that that truck can carry? 

ee cos 

MR O'DONNELL: Q. Registered as such, isn't it? 

A. Not necessarily. Within the framework of the pro- 
vinees I believe there are different methods. One licenses 
on registered capacity, another one on pay load capacity, 
and so on. In this instance we are talking about a truck 
that can carry a load of 3 tons of freight. 

MR HUME: Q. Now, I would like to carry this 
through--- 
THE CHAIRMAN: Q. You disregard all those of less? 

Wee petow that, sir; yes, Léss- than’ that; 

Q. In disregarding them, what do you say about their 
competitive value? 

A. We say that they are trucks performing by and 
large terminal movement. 

2). You do not consider them as competitors? 

A. AS competitors, sir, 

MR HUME: Q. I presume that in your figure of 
62,000 you are including tractor-trailers and all the--- 

Rae’ Ony eves; 

Q. Truck -- it is a general term used? 

A. /oThat 18 pight) tyes) 

Q. I would like to carry that along, then. Do I 
understand you correctly, that 62,000 trucks are performing 
this figure of 5 billion odd ton miles? 

A, That is our estimate. 


Q. And then on page 23 you make the statement about 
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the difference between the commercial operator and the 
private carrier, and I just want to refer to it: this is 
on page 23, in the last paragraph, about the second s 
tence, 
"Reference is made to the increasing volume of traffic 
moving over the highways in privately owned trucks, and 


which now forms a large percentage of the total volume a) 


Now, what percentage of th 5S bpililion’ odd figure is per- 
formed by the privately owned truck? 

THE CHAIRMAN: Where is that, Mr. Hume? 

MR HUME: The reference in the brief, Mr. Chairman, 
occurs on page 23, in the last paragraph, commer%1iN& with the 
Second sentence of that paragraph: 

"Reference is made to the increasing volume of traffic 
moving over the highways in privately owned trucks, and 
which now forms a large percentage of the total volume.” 
Mr. Gaffney has told us that in their opinion the total 
volume is this figure on page 7, and that it is performed 
by his estimate of 62,000 trucks. I want to know from him 
if he can tell me what percentage this large volume of 
private movement -- what is the percentage of this private 
movement, 

THE WITNDSS: As best we can estimate it -- and it 
is pure estimate -- it runs around 50%, but there are no 
complete statistics in all of the provinces of Canada to 
enable us to determine what vehicles are for hire and what 
are private. In the Maritime Provinces, I believe in Nova 
Scotia and in Prince Edward Island you just can't find out 
anything about them, in Nova Scotia it is difficult, and in 
some of the others -- I just cannot go through the whole 
list, but we were unable, anyway, to establish with any 


accuracy a division between private and for-hire vehicles. 
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Q. And I suppose you will agree with me that of the 
62,000 trucks of which you speak, without actually going 
to each individual operator it is difficult to tell 
whether they are competitive with the railway or whether 
they are not? 

A. Oh, I would not say that, I would not Say that at 
ail. 0 think tt. ler aaveryidtaix Supposition that over-the- 
road vehicles are competitive with the railways. 

Q. Well, is it not true that some of these vehicles 
are going over the road and servicing municipalities that 
only have a train service say once or twice a week? 

A. Oh, yes, but it is still competitive with the 
railway. 

Q. Well, is it competitive on the days when the 
railways are not running? 

A. Of course. 

Q. And are not some of these vehicles Boing to com- 
munities where the rail does not service it at all? 

A. I think that is true, but to what extent I do not 
know, to be frank; I think it is true. 

Q@. And are not some of these vehicles moving over the 
road say collecting fluid milk to be taken into urben 
centres, past farms that are not on rail lines? 

A. Oh, I think probably the majority of that business 
is done by what we term the small yvebiere Auperot stons. 

Q. Well, do you know that to be a fact? 

A. Oh, I don't want you to pin me down to Say that 
tCheresis notwany-><> 

a. You assume that, in other words, in these things? 

ne ony ess 

Q. And if it is otherwise-- 

f.. And there would be some of 3 tons and UWOs2s. Cannot 


tell you with mathematical accuracy; there is no way of 
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Finding 2c. our. 

oe Meena Leb me carry you forward. You have got 50% 
of this 5 billion figure performed by privately owned 
trucks, and the other 50% are people operating trucking 
lines for compensation? 

ae inet 16 our eSuumate, 

a. Now turning over to the bottom of page 7, you 
arrive at a figure, st4 cents per ton mile, of 
$212,000,000 per annum? 

NNN Sots ee 

Q. Will you explain to me how the private owner 
carrying goods in his own truck is taking any revenue from 
you? 

A. We have not said so, sir. 

Q@. Well, I think you have. You have taken the total 
of 5 billion; that includes 50% of those as vrivately-owned 
trucks? 

AR teh t. 

Q. You multiply that by your figure of 4+ cents a ton 
mile, and you show a figure of $212,000,000? 
| A Snap Ls rieht. 

Q. Then over at the top of page 8 you show a table 
showing for 1948 the freight revenue for over-the-road 
trucks is this $212,000,000 figure, so therefore you must 
have included the privately-owned trucks, haven't you? 

A. I am afraid you have completely misunderstood the 
paragraph. I will read it to you, Mr. Hume. 

Q. I would like to understand it. 

A. "This means that, by and large, the traffic diverted 

from the railway" -- 
and please note "diverted from the railway" -- 

"to the truck is that above 3c." On the 


And the estimates that follow are estimates of the traffic 
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diverted from the railway to the truck, whether that be the 
private truck or the commercial truck. 

Q. So that in the paragraph immediately following 
the table on page 8, which says, paraphrasing it, that the 
trucks performed 8.25% of the work and obtained 23% of the 
revenue, you do not mean that the operators of trucks 
actually got that revenue in their pocket? 

A. Oh, no; we are talking of revenue diverted from the 
railway, sir. 

Cvrk See, 

THE CHAIRMAN: Q. Perhaps it is the language that 
led to the misunderstanding. You say the trucks performed 
87% of the work and obtained 23-1/3% of the net transport 
revenue? 

A. Yes, sir. In the case of the commercial truck 
they obtained that directly; in the case of the private 
truck they obtained it the same way, by avoiding the trans- 
port cost to another carrier, 

Q@. And in both cases they combine to divert so much 
from the railway? 

AS Quite iso, ‘sir’ 

MR HUME: Q. So that it is perfectly clear that 
that figure does not mean that the commercial for-hire 
trucker is earning 23.3% of the revenue; I understand now. 

no iG isa total of them ali. 

THE CHAIRMAN: Well, he is earning about half. 

THE WITNESS: About half, we estimate. 

MR HUME: According to the estimate, Mr. Chairman, 
he is earning about half of it. 

Q@. Well, I understand that; thank you, Mr. Gaffney. 
Now may I refer back to one or two things in connection with 
the brief. There was one point in connection with the dif- 


ference between the commercial vehicle and the private 
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trucker that you did not mention. Is it not true that the 
commercial trucker can operate more cheaply than the private 
individual carrying his own goods, in this sense, that the 
commercial trucker may go from point A to point B with a 
load and come back from point B to point A with a load, 
whereas the private manufacturer who delivers his goods 

from point A to point B comes back empty? 

A. Sine re 28246" co0d deal inv that) Mr. thume; > but. Tedo 
iow think I) could’ generalize von ity, Let me give you) the 
othersside of the picture.’ The private|\individuaiocan use 
nie uruck in’ collectionsand delivery servicevinive sityrad 
day long, and at night send it out on the highway two or 
three hundred miles,. and he gets use out of it,,and the test 
oT copt-is) the use that.-you get oub: of the’ vehicie for: the 
pricesyou. pay. Now, it ds) perfectly itruerthatl, aicommercial 
trucker, ii think,: om the average will make more vse off his 

vehicle than will) the) private: ioperator; Tthink that is 
true, due Fido Not think you ‘can @eneralizevand) say that it 
would be so in every case. 

®. L am suggesting it only because itimay be one. of 
the reasons why the member of the public we have been talking 
about -- the buyer of transportation, let us call him -- 
uses the commercial truck rather than buying his own fleet? > 

in seotay Deone of (she reasons, yes, that is; quite 
true: 

Q. And would you. agree that it might follow that, 
having become accustomed to the service and other qualities 
of the truck in connection with door-to-door delivery and 

no crating and so on, if you Siento the commercial truck 
he might go out then and buy his own truck? 

ie “hate 16 "a possipilicys \butes [thinks the tast in most 
Cases. -Ls “the cost. 


Q. I suggest to you -- I do not suggest this to you; 
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I am trying to understand. Is it because of that fear that 
the person will buy his own truck that you go on in your 
brief to suggest that even the private trucks have to be 
controlled in some way to limit their movement? 

Ae? OR thav us’ qutte rient. 

Q. Your suggestion goes a little further, I think, 
than anything else we have heard here today, and I just 
wanted to understand. Are you suggesting that the T. Eaton 
Company, for example, or anybody who has a fleet of trucks 
moving their own merchandise in over-the-road movement would 
have to be told, "You can only take it so far and no farther"? 

A. ‘I did not suggest that. I suggested that private 
truckers -- which would include the T. Eaton Company, the 
case you mention -- would have to be fitted into a national 
transportation pattern, but whether that was being told 
that you can go so far and no farther -- we are not Suggest- 
ing that. We are, as I said before, quite content to stand 
by a decision rendered by a competent tribunal that will 
look into the whole situation impartially. 

Q. So if that tribunal decided that the limit would be, 
to be ridiculous, five thousand miles, that would not solve 
any problem as far as you are concerned, would it, if they 
Said there is practically no limit on what the private 
trucker may do? 

A. I would say we should take our medicine. 

Q. In other words, in order to be effective, in order 
for your suggestion to mean anything, you have got to put 
some limitation on the private individual in moving his own 
goods? 

A. To be effective it must take into consideration all 
the factors in transportation, evaluate them and come to a 
decision as to the field of each .operator, the economic 


Sphere of each operator, and then take measures to see that 
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each operates in that field. 

Q. Does your Association seriously suggest, Mr. 
Gaffney, that the people of Canada would go for a thing like 
that? 

A. Mr. Hume, we would not be suggesting that if we 
did not feel that it was economically sound. 

Q. That may be; it may be economically sound in your 
Opinion, but what I am asking you is -- because, after all, 
these things are determined by public opinion -- does your 
Association suggest that the Canadian public would be content 
with:restrictions of this kind on the movement of their own 
goods in their own trucks? 

A. It would be utterly impossible to answer a question 
like that, Mr. Hume. I have not talked to every member of 
the Canadian public; I do not know what they think or what 
they would think. 

THE CHAIRMAN: Q. Is it so that you estimate 
that if what you think ought to be done is done there would 
be about $106 million per annum more to the railways? 

Pies “COrnectiues B1y;; 

OG, sepnat 1s, af woth the private truck and the truck 
for hire were put within what you call their sphere? 

Hie Welhotn S COrrect .) St, 

O, itches a mi leaee sphere? 

ented: think it would ultimately have to work itself 
tno. wboab. Sie. 

MR HUME: Q. Perhaps you will agree with me, Mr. 
Gaffney, that the expense of moving a person's own goods 
over distances -- there 1s a point beyond which it would 
cost too much money, and therefore it will not be done? 

A. Do you mean by highway, Mr. Hume? 

Q@. I am speaking of the private owner again; I am 


back to that. 
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Ree Ons © ChITE ThA Le "quite true, “Lf *would “think 
that the private operator will only operate his vehicle, 
whether in competition with the railway or the common 
Carrier. ae. lone as du pays him -tordo ity l-am sure“of that. 
That payment may be in dollars and cents or in convenience, 
or a combination of the two. 

Q. You are putting the whole thing, the use of the 
motor vehicle, on the question of cost? 

A. Oh, no. I thought I had made that very clear, 
that we have set up here a graph on which we have drawn 
certain curves indicating truck cost and railway cost, and 
we say that on a cost comparison basis those are the 
economic limits, but I tried to explain quite clearly this 
morning, I thought, that there would be circumstances where 
the truck would go beyond those because of a facility and 
ease in movement, a convenience or whatever you may wish to 
call it, that would make it advisable that he be permitted 
LO ders. 

Q. But basically the question of who uses the truck 
and who does not, as I understand you -- and 
. if I am incorrect you will correct me, I kmow -- is the 
question, how much does it cost the shipper to move his 
goods? 

te Tlseye ual Le one of thevtactors,; Mr. -Hume,, put: 2 
would not go along with you that it should be the sole 
Criterion. 

Q. No, but I thought you said to Mr. Covert that that 
was the determining factor in the selection by a shipper 
as to whether he is going to use this method or that method? 

R. Ob, TL think that is: largely true, 

Q. Now, on page 4 of your briefs,in the first para- 
graph, about two-thirds of the way down, you say, reading 
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- 9300 - Mr. Gaffney, cr-ex, 


"Relative costs of service might at first glance be 

considered the controlling factor in determining which 

of competitive transportation facilities would be used, 
but quite frequently the value of service rather than 
the cost will be found to be the contrllling factor, 
especially if any difference in speed or other 
collateral advantage exists." 

That sentence would seem to be a little bit at variance 

with what you have just said, that you indicate that 

frequently it is the value of the service to the shipper 

and not the cost that makes him decide what he is going 

to do? 

A. Mr. Hume, I thought I had just got through saying 
the same thing in other words, that cost is not in our 
opinion the sole criterion, and that there are other cir- 
cumstances such as convenience and flexibility that should 
be added to cost in determining the economic sphere of the 
motor vehicle, and if that paragraph is not the same thing, 
tl AM BOrry, but 1 completely misunderstand 1G if it is) note 
It certainly is the same thing to me. 

Nee UME: Me, Chairman, it 2s four=-thirty, 

THE CHAIRMAN: Yes. It has been agreed that we 
adjourn on Friday at four-thirty, so we will come back on 
Monday morning. 


---At 4:30 p.m. the Commission adjourned until 10:30 a.m., 
Monday, November 21,1949, 
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